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Long Island, N. Y., favoring an increase of salary to postal 
employees and also an increase of second, third, and fourth 
cla s postal rates ; to the Committee on the Post Office and 
Post Roads. 

3445. Also, petition of the United Real Estate Owners' Asso­
ciation, of New York City, opposing Senate bill 3674; to the 
Committee on the District of Columbia. 

3446. Also, petition of the Woodhaven Post, No. 118, Amer­
ican Legion, of Woodhaven, Long Island, N. Y., favoring the 
passage of the Bursum-Lineberger bill (H. R. 6484 and S. 33) 
for the retirement of emergency Army officers; to the Com­
mittee on l\!ilitary Affairs. 

SENATE 
WEDNESDAY, January 14, 1925 

'(Legislati?:e day of Monday, Jamuary 5, 192{))" 

The Senate met at 12 o'clock meridian, on the expiration of 
the recess. 

MESS.AGE FROM THE HOUSE 
A message from the House of RepresentatiYes by l\Ir. Halti­

gan, one of its clerks, announced that the House disagreed to 
the amendments of the Senate to the bill (H. R. 11308) making 
appropriations to supply urgent deficiencie in certain appro­
priations for the fiscal year ending June 30, 1925, and prior 
fiscal years, to provide urgent supplemental. appropriations for 
the fiscal year ending June 30, 1925, and for other purposes; 
requested a conference with the ~ Senate on the disagreeing "Votes 
of the two Houses thereon, and that :Mr. l\lADDEN, Mr. ANTHONY, 
and Mr. BYB ~s of Tennessee, were appointed managers on the 
part of the House at the conference. 

ENROLLED BILLS SIGNED 
The message also announced that the Speaker of the House 

had affixed his signature to the following enrolled bills, and 
they were thereupon signed by the President pro tempore : 

S. 1782. An act to provide for tl1e widening of Nichols A venue 
between Good Hope Road and S Street SE. ; 

S. 3053. An act to quiet title to original lot 4, square 116, in 
the city of Washington, D. C.; and 

H. R. 10144. An act to amend an act entitled "An act to fix 
the salar~es of officers and members of the Metropolitan police 
force, the United States park police force, and the fire depart­
ment of the District of Columbia," appro\ecl 1\Iay 27, 1924. 

PETmONS AND MEMOBL\.LS 

1\Ir. WILLIS presented memorials numerously signed by sun­
dry citizens of Cleveland, Ohio, remonstrating against the pas­
sage of legislation providing for compulsory Sunday observ­
ance in the District of Columbia, which were referred to the 
Committee on the District of Columbia. 

Mr. BROOKHART presented the memorials of W. J. Davis 
and sundry other citizens of Taylor County, and of E. D. Hop­
kins and sundry other citizens of Red Oak, all in the State of 
Iowa, remonstrating against the passage of legislation lJI·ovid­
ing for compulsory Sunday observance in the District of 
Columbia, which were referred to· the Committee on the District 
of Columbia. 

He also presented the petition of 1\Irs. K. A. Brunsvold and 
sundry other citizens of Northwood, Iowa, praying for the 
passage of the bill (H. R. 728) to amend the national prohibi· 
tion act, as amended and supplemented, and the bill (H. R. 
664.5) to amend the national prohibition act, ta provide for a 
bureau of prohibition in the Treasury Department, to define 
its powers and duties, and to place its personnel under the 
civil service act, which was referred to the Committee on the 
Judiciary. 

He aJsa presented a resolution adopted at a meeting of the 
Woman's Club, the League of Women Voters, and sundry citi­
zens, all of Humboldt, Iowa, favoring the participation of the 
United States in the Permanent Court of International Justice, 
which was refen·ed to the Committee on Foreign Relations. 

He also presented a re"olution of the Scott County (Iowa) 
Bar .Association, favoring the passage of legislation granting 
increased salaries to Federal judges, which was referred ta 
the Committee on the Judiciary. 

REPORTS OF COMMITTEES 

Mr. LADD, from the Committee on Public Lands and Sur­
veys, to which was refen·ed the bill (H. R. 3387) authorizing 
repayment of excess amounts paid by purchasers of certain 
lots in the town site of Sanish, formerly Fort Berthold Indian 
Reservation, N. Dak., 1·eported it without amendment and 
submitted a report (No. 862) thereon. 

Mr. SHORTRIDGE from the Committee on Naval Affairs, to 
which was referred the bill (H. R. 7167) for the relief of 
George A. Berry, reported it without amendment and submitte:J 
a report (No. 863) thereon. 

Mr. STERLING, from the Committee on Post Offices an<-1 
Pt> t Roads, to which were referred the following . bill , re­
ported them each without amendment and submitted reports 
thereon: 

A bill (H. R. 7064) to encourage commercial aviation and to 
authorize the Postmaster General to contract for air-mail 
service (Rept. No. 864) ; and · 

A bill (H. n. 9093) declaring pistols, revolvers, ann other 
firearms capable of being concealed on the person nonmailable 
and pro\iding penalty (Rept. No. 865). 

Mr. ODDIE. On behalf of the Committee on Naval Affairs, I 
report back with amendments House bill 9634, to provide for 
the creation, organization, administration, and maintenance of 
a NaYal ReserYe and a Marine Corps Reserve, and I submit a 
report (No. 866) thereon. I ask that it may be printed. 

I should like to state, l\!r. President, that at the last ession 
of Cong~·ess a subcommittee was appointed by the Committee 
on Na\al .Affairs, of which subcommittee I was chairman, and 
we had extensive hearings on the companion bill that was intro­
duced in the Senate. 

The PRESIDENT pro tempore. The Senator asks that the 
report may be printed and go to tbe calendar. I::~ there objec­
tion? The Chair hears none, and it is so ordered. 

BILLS INTRODUCED 
Bills were introduced, read the 1irst time, and, by unanimous 

consent, the second time, and referred as follows: 
By 1\Ir. BUTLER: 
A bill ( S. 3927) to promote the flow of foreign commerce 

through all ports of the United States and to prevent the main­
tenance of port differentials and other unwarranted rate handi­
caps ; to the Committee on Interstate Commerce. 

A bill ( S. 3928) granting an increase of pension to Fred 
Nilan (with accompanying papers) ; and 

A bill ( S. 3929) granting an increase of pension to George 
Libby (with accompanying papers) ; to the Committee on 
Pensions. 

By Mr. McNARY: 
A bill (S. 3930) granting an increase of pension to Frank 

Calina ; to the Committee on Pensions. 
By Mr. COPELAl~D : 
A bill (S. 3931) for th~ relief of the estate of Henry Seip, 

deceased ; to the Committee on Claims. 
By 1\Ir. NEELY: 
.A bill (S. 3932) granting a pension to Imogene West; and 
A bill ( S. 3933) granting a pension to James White; to the 

Committee on Pensions. 
A bill ( S. 3934) for the relief of the city of Martinsburg, 

W. Va.; to the Committee on Claims. 
By Mr. SPENCER: 
A bill ( S. 3935) for the relief of l\1aria Maykovica of St. 

Louis (with accompanyillg papers) ; to the Committee on 
Claims. 

By l\Ir. CUMMINS (Mr. 1\IcN'AnY in the chair) : 
.A bill ( S. 3936) to create a negro indus trial commission ; to 

the Committee on the Judiciary. 

MUSCLE SHOALS 

The Senate resumed the c<111sideration of the bill (H. n. 
518) to authorize aud direct the Secretary of War, for national 
clefen. e in time of war and for the production of fertilizers 
and other useful products in time of peace, to sell to Henry 
Ford, or a corporation to be incorporated by him, nitrate 
plant No. 1, at Sheffield, Ala.; nitrate plant No. 2, at Mnsde 
Shoals, Ala. ; Waco Quarry, near Russell-ville, Ala.; steam­
power plant to be located ancl constructed at or near Lock 
and Dam No. 17, on the Black Warrior River, Ala., with 1·ight 
of way ancl transmission lille to nitrate plant No. 2, ~ l\lnscle 
Shoals, Ala.; and to lea e to Henry Ford, or a corporation 
to be incorporated by him, Dam No. 2 and Dam No. 3 (as 
de ignated in H. Doc. 1262, 64th Cong., 1st sess.), including 
power stations when constructed as provided herein, and for 
other purposes. 

The PRESIDENT pro tempore. The question is on the · 
amendment proposed by the Senator from Alabama [Mr. UN· 
DERWOOD). 

Mr. SMOOT. Mr. President, I suggest the absence of a 
quorum. 

The PRESIDENT pro tempore. The Clerk will call the roll. 
The principal legislative clerk called the roll, and the fol­

lowing Senators answered to their names: 
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Ashurst Ferris McConnick 
Ball Fess McKellar 
Bayard Fletcher McKinley 
Bin~ham George McLean 
Rorah Gerry McNary 
Brookhart · Gooding Mayfield 
Bruce Greene Means · 
Bursum Hale Metcalf 
Butler Harreld Moses 
Cameron Hanis Neely 
Capper Harris{)n Norbeck 
Copeland Ilefiin N'orr1s 
Couzeus Howell Oddie 
Cummins Johnson, Call!. Owen 
Curtis 1 ones, N. Mex.. Pepper 
Dale Jones, Wash. Phipps 
Dial Kendrick Pittman 
Dill Keyes Ralston 
Edge King Ransdell 

·Ernst Ladd Reed, P3.t 
Fernald La Fol1ette Sheppard 

Shields 
Shipstead 
Shortridge 
Simmons 
Smith 
Smoot 
Spencer 
Stanley 
Sterling 
Swanson 
Trammell 
Underwood 
Wadsworth 
Walsh, Mass. 
Walsh, 11ont. 
Warren 
Watson 
Weller 
Willis 

The PRESIDENT pro tempore. Eighty-two Senators hav- · 
ing answered to their names, a quorum is present. 

Mr. UNDERWOOD obtained the floor. 
Mr. SPENCER. l\lr. President, I ask unanimous consent to 

present a report from the Committee on Privileges and Elec­
tions and for its immediate conBideration. 

:a.rr. UNDERWOOD. If the Senator will wait a moment, we 
ha\Te just had a roll call, and while Senators are here I want 
to pre ent a unanimous-conBent request to vote on the pending 
amendment. I will yield the floor to the Senator in a moment. 

Mr. SPENCER. Very well ; I will withhold the request. 
Mr. Ul\TDERWOOD. I ask unanimous consent that at not 

later than 2 o'clock to-day we may have a vote on the pending 
amendment and that in the meantime no Senator shall speak 
more than once or longe-r than 15 minutes. 

The PRESIDENT pro tempore. The S-enator from Alabama. 
asks unanimous consent that a vote shall be taken at not later 
than 2 o'clock this afternoon upon the amendment now pend­
ing, and that in the meantime no Senator shall speak more 
than once or longer than 15 minutes. Is there objection 'l 

Mr. NORRIS. I object. 
The PRESIDENT pro tempore. Objection is made. 

COUNT" OF T1IE Er.ECTORAL VOTES 

Mr. SPENCER, from the Committee on Privileges and Elec­
tions, to which was referred Semrte Concurrent Resolution 25, 
reported it favorably without amendment, and it was consid­
ered by unanimous consent and agreed to, as follows ; 

Reso£vea by the Scu.ate (the Hou86 of RopreaentaUves conmwring), 
That the two Houses of Congress shall assemble in the Hall {)f th& 
House of Representatives on. Wednesday, the Uth day of February, 
1925, at 1 o'cloek postmeridi:m. pursuant to the requirements of the 
Constitution and laws relating to the election of President and Vice 
President of the. United States, and the President pro tempore of th.a 
Senate shall be their presiding officer; that two tellers shall be previ­
{)USly appointed by the President pro tempore on the part of the Sen­
ate and two by the Speaker on the p:u:.t of the House of Repl·esenta­
tives, to whom shall be handed as they are opened. by the President of 
the Senate all the certificates and papers purporting t{) be certifi.cates 
of. the electoral votes, which certificates and papers shall be opened, 
presented, and acted upon in the alphabetical order of the States, 
beginning witb the letter A ; and said tellers, having then read the 
same in the presence and hearing of the two Houses~ shall make a list 
~f the votes as they shall appear from the said certificates; and the 
votes hanng been ascertained and counted in manner and according to 
the rules by law provided, the result of the same shall be delivered to 
the President of the Senate, who shall thereupon annon.nce the state 
~f the vote, which announcement shall be deemed a. sufficient declara­
tion of the persons, if any, elected President and VIce President {)f the 
United States, and, together with a. list of the votes, be entered on the 
J"ournals of tlle two Houses. 

INVESTIGATION OF POWER CO:MPANlES 

Mr. PIDPPS. 1\fr. President, I ask unanimous consent to 
have read at the desk the telegram which I now present. 

The PRESIDIDNT pro tempore. The Senator from Colorado 
asks unanimous consent to submit a telegram for reading at 
the desk. Without obJection, the Clerk will read the telegram. 

The telegram was read as follows : 
[Weste.rn Union Telegram] 

PUEBLO~ Colo., January 1J~ 19!5. 
Bon.. LA. WRENCE C. PHIPPS, 

Senate Ohamber~ WasMngton~ D. 0.: 
The Pueblo Commerce Club trusts you will oppose tfie unjust11led 

resolution. of Senator NoRRIS call~g for investigation of organization 
and pra.etices of holding companies throughout country. The people 
are heartly- sick of so-called i.nvestigatioDB that {)niy tend to disturb 

buslne s conditions and create distrust and unnecessary friction. Let · 
us have peaca and progxe s "far a. while and the country will go ahead 
and prosper as it should. 

FRANK S. HOAG~ President. 

Mr. NORRIS. Mr. President, I can not help saying just a 
word with reference to the ·telegram. The resolution investi­
gating the so-called Power Trust is not now formally before 
the Senate, but it is the same old ery. When it is practically 
developed now that there is a gigantic Power Trust in America, 
special interests per-haps getting a direct benefit through one 
or more of the subsidiaries of that trust natur~ly cry out 
" Don't investigate. Let us have peace and harmony." It is 
the same kind of peace that the lamb has when he lies down 
to rest in the lion's stomach. 

Mr. PHIPPS. Mr. President, I conceived it to be my duty 
to present the communication because the res<>lntion itself was 
not referred to a committee, but was allowed to lie on the 
table under the rule. 

As to any question of inordinate or improper earnings by 
power companies or public utilities, it seems to me that as 
a rule the States are provided with proper regulations limit­
ing such earnings-. In many cases the rule is 8 per cent on the 
amount actually invested in the business. Considering the 
risk of business; the State authorities, through their legislative 
assemblies, have decided that 8 per cent is not an improper 
and excessive earning on the amount invested in a business 
which necessarily carries more or less risk at all times. 

Mr. NORRIS. Mr. President, I am not finding fault with 
the Senator from Colorado for having had the telegram read. 
I should probably have done the same thing had it come to me. 
I concede the Senator's action is perfectly proper and I said 
nothing about that. The Senator from Colorado naturally has 
a viewpoint, which is not influenced, I concede, in any de­
gree by his holdings or HD.ything of that kind; he is perfectly 
free always to take any course which he desires to take; and 
so I do not complain of the Senator; but it happens that from 
his viewpoint he always goes on a side that I do not go on as 
to those particular corporations and power companies that, as 
a matter of fact, now have a network over a good portion of 
the country. 

However, 1! what the Senator has stated is all true, an in­
vestigation to show how philanthropic those companies are, 
that they never make more than 8 per cent, that they are nll 
p-roperly regulated, and that they are giving to the "dear peo­
ple," whom they love so much, fair rates and honest service, 
ought to raise them clear up out of the slough of despond and 
put them high on an elevation where they properly belong, i! 
that is all true. 

Nobody proposes an investigation that shall not be fair; no­
body proposes to bring, out anything but that which is true. 
Why should the truth hurt those interests? Why, if they are 
honest, should the truth be something that they wish to avoid? 
If they are doing so much for their fellow men, why not let 
the people know what they are doing? If they are only mak­
ing 8 per cent on a fair valuation of their property, why not 
have an investigation which will disclose that fact? If they 
are not intertwined and interlocked by interlocking directorates 
and ownership of stock, then, why not let .the people know it'l 
Wby not join together and have an investigation that will re­
veal them as ·they really are? If they are found to be in 
that condition it will be a vindication of every one of them. 

Nobody proposes an investigation that shall smother any­
thing. If the public-service commissioners all over the United 
States have regulated these companies so that the people are 
getting a square deal they will not be hurt by having the 
truth known. Probably, too, they will be able to explain how 
it was that in the city of Cleveland, although the court held 
that the rate charged by the electric light company was fair, 
was honest, and could not be reduced without putting the 
company fnto the ~ds of a receiver, notwithstanding that 
judicial determination of the public-service commission and of 
the courts, when the city of Cleveland went into the electric 
light business on a small scale, the electric light company of 
their own accord, in order to meet the competition, cut their 
rates for service in two, and have not as yet been sent to the 
poorhouse, although that reduction happened quite a number 
of years ago. 

The PRESIDENT pro tempore. The telegram will lie on. 
the table. 

THE .AGRICULTURAL PROBLEM 

Mr: BORAH. Mr, President, I have received under- date of 
January 13, 1925, a letter from the Chamber of Commerce ot 

, the: United States of America, which I feel that it is prope~ 
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that I ask may be printed in the RECORD, together with the in­
closure._ It relates to some remarks which I delivered the 
other day. 

The PRESIDENT pro tempore. Is there objection? The 
Chair hears none, and the letter will be printed in the RECQRD. 

The matter referred to is as follows: _->J • 

CHAMBER OF .COMMERCE OF THE 
UNITED STATES OF AMERICA", /. 

OFFICE OF THE RESIDEN1' VICE PRESIDE~T, - -.•' 
Washington, Ja.mtarv 1S, 1925. 

Hon. WILLIAM. E. BORAH, 
UnUed States Senate, Wasltinuton-, D. C. 

DEAR S~ATOR : Immediately following the last meeting of tbe 
board of directors of this chamber, its president, Mr. Richard F. 
Grant, accompanied by Mr. Julius H. Barnes, the former president, 
and Mr. uwis E. Pierson, the chairman of the executive committee, 
called on the President and talked to him on the encouraging impro>e~ 
ment in agricultural conditions. 

On their return they authorized a statement which was sent to the 
press on December 13. 

I inclose herewith a copy and would ask that it be substituted for 
what an unnamed newspaper made of it as quoted in your speech 
before the Senate yesterday, 

Very truly yours, ELLIOT H. GOODWI:Y, 
Reside11t Vice President. 

CHAMBER OF COMMERCE OF THE UXITED STATES-PRESS SERYlCE 
WASHINGTON, December 13, 1924.-The interest of American busi­

ness in the recovery of agriculture was put before President Coolidge 
to-day by a special committee of the Chamber of Commerce of the 
United States. Members of the committee who went to the White 
llouse were Richard F. Grant, president of the chamber; Julius II. 
Barnes, formerly president; and Lewis E. Pierson, chairman of the 
chamber's executive committee. 

"Business men the country. over," said the members of the com­
mittee after seeing the President, "are keenly aware of the economic 
necessity for prosperous agricultural conditions, and they are gratified 
that the opportunity was given for improvement to come about in a 
normal way. At the time the agricultural situation was at its worst 
the chamber took the position that no spectacular program could be 
made effective and that nnwise laws would have the effe.ct of creating 
a worse situation. It was held then, and it is still true, that there is 
no more a ready legislative cure for agricultural depressions than for 
depressions in business. 

"The chi1.mber believes that forces which ha-re influenced the im~ 
provement in agricultural conditions will continue to have their effect 
until a full recovery is assured .. 

" 'fhe new spirit of confidence in industry, the widening circle of 
full employment, the healthfully advanced level of commodities all con­
firm a material strengthening of home markets, with the promise to 
agriculture which that carries for the future. 

" The successive steps through the Dawes plan have restored financial 
and commercial stability in Europe and have made a clear reflection of 
European buying power into American farm markets this year in these 
intervening months. The administration has achieved this major im-
provement. · 

" The improving financial stability of the world bas automatically 
been reflected into the advance of depreciated currency toward the gold 
parity, which will automatically relieve our farmers of the unfair com~ 
petition of depreciated-currency countries. Here again the policies of 
the administration have distinctly eliminated this competitive disabilty 
of our growers. 

" This fall an unprecedented am!)unt of grain marketing has been met 
by sustained and even by advancing grain prices, absorbing marketing be­
yond the possible current consumption and export because of investment 
and speculative buying readily effective through exchange trading. 
No overstatement is possible of the service to the American farm this 
fall of the great grain exchanges. 

"There are other things which ·will have their influence in this move­
ment, toward better farm conditions. 

" The plans of 1he administration toward furthering the St. Lawrence 
project will help. 

"The Agricultural Credit Corporation already has discharged a great 
service in the areas of distress Further progress in diversification can 
be made under suitable service oy the Department of Agriculture anu 
the various agricultural colleges and local agencies. · 

"The administration bas played a great part in tax relief. The 
chamber hopes that it will particularly consider the advisability of some 
form of contact with the governors of each State, that they may facili­
tate legislative and administrative action-State, county, and mu­
nicipality-toward the utmost economy, particularly of taxes which 
rest on farm lands. 

"Readjustment of relative freigh~ rat.es, another important move, 
appears to have a place in the administration's program. 

"We believe that every possible aid should be extended to farm 
cooperative organizations, except that Government financial assistance 
should not be used to displace the tried and proven facilities of estab· 
lished industry. 

"To some extent the farm acres of America have a choice between 
producing the traditional but unexpandable food, or being helped to 
devote an increasing percentage of acreage to production which sup­
plies the limitless market of industrial use. The rapid extension of 
industrial production, stimulated by science and invention, the demon~ 
stration of limitless buying power of our people, should be studied as a 
great avenue of opportunity for America's producing acres. Not 
shrinkage of output but intelligently planned production and expanded 
markets should be the agricultural aims that would enlist the aid of 
organized business." 

1\Ir. BORAH. 1\Ir. President, I trespass upon the pending · 
order of business long enough also to call the attention of the 
Senator from l\Iaryland (l\Ir. Bn--c-cE] to a letter which I re~ 
ceived this morning from Hagerstown,. M<l., which reads as 
follows: 
DEll SENATOR BORAH-

Then there follows a line which is purely personal-
If Senator BRUCE thinks the Maryland farmers are satisfied with 

presen.t conditions, he is very much mistaken. I believe that I come 
in contact with Maryland farmers one thousand times to his once. 
The Maryland farmer is submerged by the preponderant weight of 
Baltimore city, but he would have to be a halfwit if he were satisfied 
with present conditions. 

Yours cordially, 
THE FARMERS' COOPERATIVE Co., 

By FRANK W. MISH, President. 

APPROPRIATIONS FOR TREASURY Al'il> POST OFFICE DEPARTMENTS­
CONFERENCE REPORT 

1\Ir. 'V A.RREN submitted the following report: 

The committee of conference on the disagreeing votes of the 
two Houses on the amendments of the Senate to the b.Jl (H. R. 
10982) making appropriations for the ~rreasury and Post 
Office Departments for the fiscal year ending June 30, 1926, and 
for other purposes, having met, after full and free conference 
have agreed to recommend and do recommend to their respec­
tive-- Houses as follows: 

That the Senate recede from its amendments numbered 1, 4, 
24, 25, 26, 27, 28, 29, 30, 31, and 32. 

That the House recede from its disagreement to the amend­
ment<:! of the Senate numbered 5, 6, 7, 13, 14, 15, 16, 17, 18, 19, 
20, 21, 22, and 23 ; and agree to the same. 

Amendment numbered 3: That the House recede from its dis­
agreement to the amendment Of the Senate numbered 3, an<l 
agree to the same with an amendment as follows : In lieu of the 
sum proposed insert " $20,540 " ; and the Senate agree to the 
same. 

Amendment numbered 9: That the House recede from its 
disagreement to the amendment of the Senate numbered 9, and 
agree to the same with an amendment as follows : Restore the 
matter stricken out by said amendment, amended to read as 
follows: " two assistant directors" ; and the Senate agree to 
the same. 

Amendment numbered 10: That the House recede from its 
disagreement to the amendment of the Senate numbered 10, and 
agree to the same with an amendment as follows : In lieu of 
the sum proposed insert "$460,540"; and the Senate agree 
to the same. 

Amendment numbered 12 : That the House recede from its 
disagreement to the amendment of the Senate numbered 12, and 
agree to the same with an amendment as follows: In lieu of the 
matter inserted by said amendment, insert the following: 
"$75,000, of which amount not to exceed $40,000 may be ex~ 
pended for personal services in the District of Columbia " ; and 
the Senate agree to the same. 

The committee of conference ha"le not agreed on amendments 
numbered 2, 8, and 11. 

F. E. wARREN, 
REED SMOOT, 
THOMAS STERLING, 
LEE S. OVERMAN, 
WM. J. HARRIS, 

Managers on the pat·t of the Senate. 
MARTIN B. MADDEN, 
WM. s. VARE, 
JOSEPH W. BYRNS. 

Managers on the part of the House. 

The !'epor:t was agreed to. 
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URGENT DEFICIENCY .APPROPRIATIONS 
The PRESIDING OFFICER (Mr. l\IcXARY in the chair) ~aid 

hefore the Senate the action of the Bouse of Representatives 
di::;agreeing to the amendments of the Senate to the b~l <_B. ~· 
11308) making appropriations to supply urgent deficiencies m 
c:ertain appi·opriations for the fiscal year ending June 30, 192?, 
and prior fiscal years, to provide urgent supplemental appropri­
ations. for the fi cal year ending June 30, 1925, and for other 
purpose~, and requesting a conference with the Senate on the 
dif;agreeing "Votes of the two Houses thereon. 

:ur. WARREN. I mo"Ve that the Senate insist on its amend­
ments, that the invitation of the Bouse for a conference be 
accepted, and that the Chair appoint the conferees on the part 
of the Senate. 

The motion was agreed to; and the Presiding Officer ap­
pointed I\1r. WA~RE~, Mr. CrnTIS, and Mr. On:nMAN conferees 
on the part of the Senate. 

MUSCLE SHOALS 
The Senate resumed the consideration of the bill (H. R. 518) 

to authorize and direct the Secretary of ''far, for national 
defense in time of war and for the production of fertilizers and 
other useful products in time of peace, to sell to Henry Ford, 
or a corporation to be incorporated by him, nitrate plant No. 1, 
at Sheffield, Ala.; nitrate plant. No. 2, at Muscle Shoals, Ala.; 
Waco Quarry near Russellville, Ala.; steam-power plant to be 
located and donstructed at or nea1· Lotk and Dam No. 17, on 
the Black Warrior River, Ala., with right of way and trans­
rnL~sion line to nitrate plant No. 2, Muscle. Shoals, Ala.; and to 
lease to Henry Ford, or a corporation to be incorporated by him, 
Dam No. 2 and Dam No. 3 (as de ignated in H. Doc. 1262, 64th 
Cong., 1st se . ) , including power stations when constructed as 
pro"Vided herein, and for other purposes. 

The PRESIDENT pro tempore. r.rhe question is on the 
amendment proposed by the Senator from Alabama [Mr. UN­
DERWOOD] in the nature of a substitute. 

:llr. UNDERWOOD and l\Ir. HEFLIX called for the yeas and 
nays, and they were ordered. 

The reading clerk proceeded to call the roll. 
:\Ir. SWANSON (when the name of Mr. GLAss was called). 

~Y colleague [l\1r. GL.Ass] is unavoidably detained from the 
Senate. He is paired with the enior Senator from Connecticut 
LMr. :llcLEAN]. If my colleague were present, he would vote 
"nay."" 

::llr. McLEAN (when his name was called). I transfer my 
pair with the junior Senator from Yirginia [::Mr. GLAss] to the 
junior Senator from Oregon· [::llr. STANFIELD] and vote "yea." 

Mr. :MOSES (when his name- was called). I ha"Ve a general 
pair with the junior Senator from Louisiana [:\Ir. BROlJSBARD]. 
That Senator is absent, but I am informed that if present he 
would "Vote as I intend to vote. I therefore "Vote "yea." 

~Ir. ~ORBECK (when his name was called). I am paired 
with tlle Senator from .Arkansas [)lr. CARAWAY], who if pres­
ent would vote !' yea." If permitted to vote, I should vote 
"nay." 

Mr. SHIPSTEAD (when l1is name was called. The senior 
Henatot· from Arkansas [Mr. RoBixsox] is necessarily absent 
from the Senate. I am paired with that Senator. If he were 
present, be would \ote "yea," and if I were permitted to vote 
I should "Vote "nay." 

Mr. llARRISON (when Mr. STEPHExs's name was called). 
My colleague [Mr. STEPHEXS] is una"Voidably absent. He is 
paired with the junior Senator from Minnesota [Mr. JoHNSON]. 
If my colleague were present, he would "Vote "yea." 

The roll call was concluded. 
Mr. RANSDELL. I desire to announce that my colleague 

[~Ir. BROUSSARD] is una"Voidably detained at home by illness. 
I ask that this announcement may stand for the day. 

Mr. L.A.DD. I wish to announce that my colleague [Mr. 
FRAZIER] is absent from the city on account of the death of his 
. ister. He is paired with the Senator from New Jersey [Mr. 
EDwARDS]. If present, my colleague would "Vote "nay." 

MI'. SIIIPSTEAD. 1\1y colleague [Mr. JOHNSOX of Minne­
sota] is absent from the Senate, necessarily. Be is paired 
with the Senator from Mississippi [Mr. STEPHExs]. If my 
colleague were present, he would "VOte "nay," and I am in4 

formed that the Senator from 1\li::-issippi would \Ote "yea." 
Mr. WALSH of Montana. I wish to announce that my col­

league [Mr. WHEELER] is una"Voidably absent. If be were 
pre. ent, he would vote "nay." 

1\Ir. SHIPSTEAD. I ha\e announce<l my pair on this ques­
tion \Vith the senior Senator from Arkansas [1\fr. RoBINSON]. 
I find I can transfer my pair "\\"ith that Senator to the junior 
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Senator from Montana [Mr. WHEELER]. I make that transfer 
and \Ote "nay." 

Mr. OWE~. I tran. fer my pair with the Senator from West 
Virginia [Mr. ELKIXS] to the Senator from Louisiana [l\lr. 
BnoussARn] and vote "rea." 

1\Ir. WARREN (after bating "VOted in the affirmati"Ve). I 
inquire if the junior Senator from North Carolina [Mr. OvEn­
MAN] bas voted? 

The PRESIDENT pro tempore. That ~enator has not voted. 
Mr. WARRE~. I have a general pair with that Senator, 

and therefore withdraw my vote. 
The result was announceti-yeas 46, nays 33, as follows: 

Ball 
Bayard 
Bingham 
Bruce 
Bursum 
Butler 
Cameron 
Cummins 
Curtis 
Dale 
Dial 
Edge 

Ashurst 
Borah 
Bi·ookbart 
Capper 
Copeland 
Couzens 
Dill 
Ferris 
Fletcher 

YEAS-46 
Ernst 
Fernald 
Fess 
George 
Gerry 
Greene 
Hale 
Harrison 
Heflin 
Keyes 
King 
Ladu 

McCormick 
McKinley 
McLean 
Means 
Metcalf 
:Moses 
Oddie 
Owen 
Pepper 
l'hipps 
Pittman 
Reed, Pa. 

Gooding 
Harreld 
H:uris 

NAYS-33 
l\IcKellar 
McNary 
:\Iayfield 

Howell 
Johnson, Calif. 
Jones, N. Uex. 
Jones, Wash. 
Kendrick 
La Follette 

... ·oT 

Neely 
X orris 
Ralston 
Ransdell 
Sheppard 
Shipstead 

\O'fiNG-17 

Shields 
Rhortridge 
Spencer 
!:;tan ley 
l:;terling 
rnderwood 
Wadsworth 
Watson 
Weller 
Willis 

Simmons 
Smith 
Smoot 
Swanson 
Walsh, ~lass. 
·wals-h, Mont. 

Broussard Glass Reed, Mo. Warren 
Caraway Johnson, 1Ilnn. Robinson Wheeler 
Edwards Lenroot Stanfield 
ElkiM Norbeck Stephens 
Frazier Overman Trammell 

So. hlr. UXDERWOOD'S amendment in the nature of a substitute 
was agreed to. 

Mr. JO~"'ES of Washington. Mr. President, it is with much 
fear and trembling, coming from a State fru· away, that I, in 
the presence of my ge-nial friend t11e junior Senator from Ala­
bama [llr. BEFLL~], riNe to offer a substitute for the•amend­
ment just agre-ed to. :Xevertheless, feeling as I do with refer­
ence to this matter, I feel that it is within my province and 
my duty as a Senator that I should in all humility propose the 
amendment that I intend to propose-. 

:Mr. President, I propose to offer a ubstitute for the amend­
ment just adopted. It is in line with the substitute that was 
adopted yesterday by the Senate ; and I just want to remark 
that while I do not want to reflect upon the Senate, it seems 
to me that if we needed any demonstration of the lack of ca­
pacity or ability of the Senate to reach a correct conclusion 
upon this matter, we have had it demonstrated in this case. 

A few days ago the Underwood substitute was adopted, upon 
a record vote, as against the so-called Norris amendment. Then, 
on yesterday the Senate adopted a substitute proposed by me 
o"Ver the "Gnderwood pronsion by a vote of 46, I think, to 33. 
Then, later in the day, the same Senate, constituted in the arne 
way, upon a record vote adopted the Norris substitute in place 
of mine; and this morning the same Senate, constituted in the 
same way, has adopted the L'nderwood substitute in place of 
the !\orris substitute. 

Mr. EDGE. l\Ir. Presi<lent, will the Senator yield? 
The PRESIDEXT pro tempore. Does the Senator from 

Washington yield to the Senator from New Jersey? 
l\Ir. JO~TES of Washington. Certainly. 
Mr. EDGE. Does not the amendment as proposed by the 

Senator from Washington encourage that uncertainty still 
more by postponing the entire consideration of the matter for 
another se"Ven or eight months, \Yith the prospect of reopening 
it and taking it up again next December? 

1\fr. JO~TES of Wa hington. l\Ir. President, I do not think 
the Senate should act upon important legislation upon tbe 
basis that is sugge-sted by the Senator from New Jersey. I 
do not think the Senate sllould pass upon impDrtant legislation 
simply to avoid further work or consideration of an important 
proposition. 

Mr. EDGE. The Senator woul<l not imply that we have not 
gi"Ven consideration on many occasions to this important 
matter? 

Mr. JONES of '\ashington. Mr. President, I think many 
of the Senators are "VeTY much in the condition that I am in 
with reference to the~e propositions. We do not know "Very 
much abo11t what we are agi·eeing to. The able senior Senato~ 
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from .Alabama [Mr. UNDERWOOD] knows his bill from .A to Z ; 
thC're is not any doubt about that; but it has been changed 
and amended until I venture to say that there are not half a 
dozen Senators on the floor who know what that bill means, 
or what it will do, or what its proYisions are; and in saying 
that I am not reflecting upon the Senate. It is impossible for 
us to know under the existing conditions what the terms of 
that bill are; and the same thing is true to a very large ex­
tent of the substitute of the Senator from Nebraska [Mr. 
NoRRIS]. He knows his bill, he knows it thoroughly, he has 
been studying it and thinking over it for days and weeks, and 
yet I venture to say there are very few Senators on this floor 
who know the provisions of that bill.. 

Now, Mr. President, I am going to propose a substitute that 
is not difficult to understand. Every Senator will know what 
it means, at any rate, and know what he is voting for or 
against the minute it is read by the Clerk at the desk. 

:Ur. :McKELLAR. Mr. President, will the Senator yield? 
1\Ir. JONES of Washington. I yield. 
1\Ir. :McKELLAR. .As an illustration of what the Senator 

is now saying, and I think well saying, in another committee 
this morning some experts were testifying about the subject 
of water power developed at another place. One of these ex­
perts testified that water power could be capitalized at $500 
per horsepower. There is 100,000 water horsepower here and 
about 80,000 steam horsepower, without regard to the sec­
ondary power at all This plant would naturally be worth, it 
could be capitalized now, according to these experts, at $90,-
000,000, and yet we are proposing to rent it out for $1,832,000 
a year and to include with it all of the other property and 
land there. 

l\1r. JO~ES of Washington. 1\Ir. President, this is a tre­
mendously important matter, and, with all due deference to 
my good friend from .Alabama, it is a matter of very great 
importance to the people of my State, too. As I said yester­
day, we have spent $125,000,000 upon this proposition; we pro­
po~a to spend thirty or forty million dollars more, and it will 
probably cost over $200,000,000 before we get through. It 
seems to me that the disposition of a proposition like that is 
of tremendous importance to every section of this country. 

Now,. just a word as to the changes I have made in the pro­
po al I am going to submit to-day. 

On yesterday the Senate adopted a provision providing 
that the Secretary of War and the Secretary of Agriculture 
and another person to be appointed by the President should 
constitute a commission to study this matter, not indefinitely, 
but to report on the first Monday in December, at the beginning 
of the next session of Congress. I am providing, in the sub­
stitute I intend to propo e, that there shall be a commission 
of five, to be appointed by the President of the United States, 
to study this matter and report back here on the first Monday 
in December. The President is not confined to Cabinet officers. 
The President is given wide discretion as to the members of 
thi. · commis ion. Personally, I think it is a far better provision 
tllan the one that was in the substitute I proposed yesterday 
and that the Senate adopted. 

Tbat, in brief, is the proposal which I submit. I offer the 
amendment which I send to the desk as a substitute for' the 
amendment just agreed to. 

ull·. HEFLIN. On that amendment I call for the yeas and 
na~~ , l\1r. President. 

Mr. HARRELD obtained the floor. 
l\Ir. Ul\""DERWOOD. 1\Ir. President, will the Senator allow 

the amendment to be stated? 
The PRESIDENT pro tempore. Does the Senator from 

Washington ask for the reading of the entire substitute? 
l\Ir. JONES of Washington. Yes; I think the entire sub­

stitute ought to be read. It is not long. 
The PRESIDENT pro tempore. The Secretary will read 

the proposed substitute. 
The readiug clerk read the amendment of l\Ir. JoNEs of 

Washington, as follows: · 
Str1ke out all after the enacting clause of the bill and insert: 
"That five per ns, to be appointed by the President of the United 

States, who, if not public officials of the United States, shall be paid 
out of the appropriation herein authorized such compensation as may 
be fixed by the President, be, and they are hereby<, constituted a c9m­
mi slon to investigate and study the proposal and questions involved 
in the use and disposition of the water-power resources and property 
of the United States at and connected with MWlcle Shoals and to re­
port to Congress on or before the first Monday in December 1925 
it. conclu ions and recGmmendations for the ~se or dispositlon of 
the arne. The commission is authorized and directed to use in the 
work herein authorized such employees of the War and Agricultural 

Departments as may be deta iled for the purpose and as can be used 
advantageously, and may employ such additional assistants as may 
be necessary within the limits of appropriations made for such pur­
poses, the compensation of such assistants to be fixed by the com­
mission. The commission ma y invite proposals for the lease or pur­
chase of such p~operties, or any part thereof, a.nd ln addition to 
every other manner of using the same report such proposals to Con­
gress, with their recommendations in regard to the same. The ap­
propriation of $100,000 is hereby authorized for carrying out the 
purposes of this act. Until legislation shall be enacted providing 
otherwise, the Secretary of War, with the approval of the President, 
is authorized temporarily to dispose of the power developed at :Muscle 
Shoals from time to time upon such terms as he may deem wise, but 
no contract for the use of the power shall be made for n longer period 
than one year. No proposal for a lt>ase of any of the property or 
resources involved herein for more than 50 years shall be considered. 
The production of an adequate supply of nitrates for war and fer­
tilizer purposes is~ hereby declared to be the primary purpose of the 
Muscle Shoals development, and such purpose shall be given full con­
sideration in the report and recommendations made to Congress here­
under. 

" SEc. 2. The Secretary of War is hereby authorized to construct 
Dam No. 3 in the Tennessee River, at :Muscle Shoals, Ala., in accord­
ance with report submitted in House Document 1262, Sixty-fourth Con­
gress, first . ession : Pro-vide-d, 'l'hat the Secretary of War may in his 
discretion make such modifications in the plans presented to such re­
port as he may deem advisable in the interest of power or naviga­
tion : Provided further, That funds for the prosecution of this work 
may be allotted from appropriations heretofore or hereaftex made by 
Congress for the improvement, preservation, and maintenance of rivers 
and harbors." 

Mr. HARRELD. Mr. President, I am going to support this 
amendment of the Senator from Washington [Mr. JONES] if 
for no other reason than to relieve us from this parliamentary 
situation into which we have fallen, and which I may say, by 
the way, is making the Senate rather ridiculous, in my opinion. 
If this Jones amendment shall not be adopted, then we must 
take choice between the Underwood bill and the Norris bill, 
neither of which, in my judgment, is satisfactory. 

My principal objection to the Underwood bill is that it pro­
poses to put into the hands of people who have already ex­
pressed themselves as favorable to the original Ford offer the 
power to lease to private companies or corporations this enter~ 
prise. 

Mr. UNDERWOOD. Mr. President, will the Senator allow 
me to interrupt him for a moment.? 

Mr. HARRELD. Certainly. 
Mr. UNDERWOOD. The original bill, as I introduced it, 

provided for the leasing by the Secretary of War, with the 
approval of the President. That has been amended, and the 
entire power in regard to leasing will rest in the hands of the 
President. 

:Mr. HARRELD. I understand that is the fact, but I do not 
take back my statement that it puts it into the hands of per~ 
sons who are avowedly in favor of the original Ford offer, 
which offer was simply a proposition to hand to Ford on a 
silver platter this magnificent enterprise. 

I have nothing against 1\Ir. Ford. I would be glad to con­
tract with him as a private citizen, but I want a contract 
which is made between this Government and Mr. ~ord, or 
with anyone else, to be one that is not unilateral in its terms, 
and I would not and can not vote for a bill which would put 
into the hands of any person, I do not care who he is, the right 
to make a trade with Mr. Ford on the basis of his former 
proposition. 

I can not support the Norris bill because it purports to put 
the Go-rernment into the manufacture of fertilizer. It pro­
vides that there shall be established at various places in the 
United States agencies for the sale and distribution of a 
product which is manufactured by the Go-rernment itself, 
putting the Government directly into private enterprise. 

Mr. NORRIS. Mr. President, will the Senator yield? 
Mr. HARRELD. I yield. 
Mr. NORRIS. Certainly the Senator is not questioning the 

arguments that have been made on the other side against the 
so-called Norris bill, on the ground that it does not do anything 
for the farmer? Now, the Senator is objecting to it because it 
does too much. 

Mr. HARRELD. I am not interested in the arguments that 
are made by others. I am making my own argument. The 
bill as it is drafted provides that the Government hall not 
only manufacture fertilizer but that it shall create agencies 
all over the country for the purpose of selling and distribut~ 
lng it. 
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Or.e vf the main arguments against that position is this: The 
e:xperts ha\e testified that if every bit of this power were 
utilized in the manufacture of fertilizer it would not supply 
one-third of the needs of the "'Gnited States. Suppose the Gov­
ernment goes into the manufacture of fertilizer and utilizes all 
the power there is at that plant to manufacture fertilizer aD;d 
ells it to the public at 1 per cent profit, or at cost. Who 1s 

going to manufacture the other two-thirds of the fertilizer the 
farmers of this country need? Where are you going to find 
any man or any set of men or any company or corporation 
willing to go into a bu iness which the Go\ernment has pre­
empted? Who is going to manufacture the other two-thirds of 
the fertilizer this country needs? It will not be manufactured 
and we will have a shortage of fertilizer in this country. I 
am not in favor of going to that extent. 

There are a great many in the Senate who favor what there 
is no way of getting because of the parliamentary situation 
which exists. A great many Members of ·the Senate are in 
fa'lor of creating a commis. ion to operate this power plant, and 
they are willing to hale the Go\ernment go to the extent of 
manufacturing fixed nitrogen and selling it at cost to the people 
who want to manufacture fertilizer. That is the most sensible 
course to pursue, because, for instance, in my State, which is a 
considerable distance away from Muscle Shoals, we do not 
want a fertilizer that is made in Alabama. We "·ant a fer­
tilizer that is made in Oklahoma, where the character of the 
soil can be studied and analyzed. We want to be able to buy 
our nitrates and other elements and manufacture the finished 
fertilizer in the State of Oklahoma, becau ·e the freight rates 
on -!0 60, or 80 per cent of filler that goes into every fertilizer 
that is manufactured make it almost impo sible for us to get 
our supply of fertilizer from a distance. 

Mr. NORRIS. Mr. President, will the Senator yield again? 
Mr. HARRELD. I yield. 
Mr. NORRIS. I simply wanted to call the Senator's atten­

tion to the fact that the bill which he is now condemning, my 
substitute, provides for all those things he has just enumerated 
and which he says he wants. 

Mr. HARRELD. Is that the ~IcKellar amendment? 
1\Ir. NORRIS. No; that is not the McKellar amendment; 

those things are found in the bill itself. 
Mr. HARRELD. Nevertheless, your bill still contains the 

provisions which authorizes the Government agency created not 
only to manufacture but sell and distribute fertilizer. The 
point I am making is this-and a great many Senators feel as 
I do on this proposition; they are willing to have the Govern­
ment generate and sell power. They are willing that the Gov­
ernment shall manufacture fixed nitrogen, if it can be clone­
and it has not been shown it can be done as yet-at a reason­
able price, so as to supply the needs. If the Government can 
manufacture fixed nitrogen and sell it to be u ed in the manu­
facture of fertilizers, we are even willing to go that far. But 
there is nothing in either of these bills that makes a provision 
of that sort. 

l\Ir. NORRIS. Yes, there is, Mr. Pre ident. I want to cor­
rect the Senator. 

l\Ir. HARRELD. The Senator still has the pro1ision in the 
bill for establishing agencies to sell fertilizer? 

1\lr. XORRIS. Oh, :res; it is not limited to what the Senator 
has said. It goes further. The Government can do all th~ 
things the Senator has enumerated. 

~Ir. HARRELD. If you create a Go1ernment agency and 
give it an inch, it will take a yard, and they will be manufac­
turing fertilizer there and doing nothing el e. 

The proposal of the Senator from Washington imply puts 
the matter off until we can intelligently study this proposition. 
Why not do that? That i what a ensible bu iness man would 
clo. If you do not know what you want to do with the plant, if 
you have not your minds made up what to do '"'ith it, why not 
study it? It is not a white elephant on our hands. It is not 
like the Shipping Board. It is not costing the Gowrnment 
$50,000,000 a year to keep it going. If it did, then there would 
be some reason for getting it off our band immediately. But 
here is a plant producing power, and the junior Senator from 
Nebra:;ka [Mr. HowELL] has said that if we ell the power 
alone it will produce orne seven or eight million dollars of 
profit annually. What is the use of being in a hurry to get rid 
of a piece of property like that, one that is producing revenue 
for the Government? Why not study the matter? Why not do 
as the Senator from Washington proposes? Why not create an 
agency to study the proposition o that we can 10te intelligently 
on it when it comes before us again? 

Mr. JOIL.~SON of California. Mr. Pre ·ident, the parlia­
mentary situation presented here is one all of us deplore. I 
deplore it particularly because it is not conducive tq dignity 

on the part of the tJnited States Senate. I deplore it, too, 
because it furnishes the reason, perhaps, to-day for some gen­
tlemen 1oting in a fashion different from the way they voted 
yesterday, and I ha \e ri en, Mr. President, for the purpo~e 
of making plain to gentlemen who may want to change their 
1otes upon the specious plea that they do not propose to con­
tinue in a parliamentary merry-go-round, that the vote upon 
this substitute now closes the incident, so far a they are con­
cerned who adn>cate and who have fought for the :Korris 
amendment; and, that I may not be indulging in a remark that 
may not be wholly accurate, I ask whether or not it is the 
intE:'ntion of the Senator from Nebraska again to introduce his 
sub. titute, provided the Jones substitute carries? 

Mr. :KORRIS. Mr. Pre. ident, if the Senator wants me to 
answer that que tion he must yield enough time, so that I 
may an wer it intelligently. 

I believe, from what I gather, that those who favor the sub­
stitute which I ha\e offered, and which I had intended to offer 
again, are brought face to face this morning with a combina­
tion of Underwood Democrats and Coolidge Republicans, so 
that we must either take the Jones substitute or the Underwood 
biB. I myself see 1ery little choice between the two. Indeed, 
the only one thin_g that induces me to vote for the Jones bill 
in preference to the Underwood bill is that the Jones bill 
requires thi. · · commi sion to bring back their recommendations 
to Congre ~. and Congre swill eventually have to pass on them. 
As I look at the two propositions, that is the only redeeming 
feature of the Jones bill, and that is the only reason why I 
1oted for it ~-e terday, and it is the only reason why I shall 
vote for it to-day. But, realizing as the friends of my sub­
. titute do, that the combination I have mentioned before is 
sufficient to put one or the other of those propositions across 
and to defeat the substitute which I p1yself and the Senatot• 
from California and others favor and prefer, I do not intend 
to offer it again. 

1\Ir. JOHX~O~ of California. l\Ir. President, that is the sit­
uation. Let no ruan lay the flattering unction to his soul. 
therefore, in \oting hereafter that he is voting in order to 
end the parliamentary tangle, or that be is voting in order 
that an intolerable parliamentary situation may be foreclosed. 
That I wanted to make emphatically and forcefully plain upon 
thi particular l'Ote. 

l\fy attitude upon this proposition is well known. To the 
limit of what little ability I have, publicly and privately, I 
bnxe advocated the Norris plan. I come from the \Vest, sir, 
where we do not fear . to have our Government continue with 
what our Government inaugurates. I come from a territory 
where we do not tremble Y\"hene\er it is suggested that the 
GoYernment of the 1:!lited States may do what municipalitie.~ , 
what counties, what districts are doing all over this land. I 
come from a State, sir, where we do not hesitate, when our 
people are at is ue, to have the State do its duty by that people, 
and do it as a State. 

I grant that this Yie·w is at 1ariance with the views of many 
of our brethren of the East, but '\'iith this view from the 
West that is mine, the persuasi'le part of this diPcussion has 
been in the Xorris amendment rather than in the proposal of 
the distingubhed Senator from the State of Alabama. I 
lL'3tened to the able Henator from Maryland [JUr. BRUCE] not 
long ago de~cant upon the war1·ing philosophies of government 
in this Nation. He i~ right· there are two warring philoso­
IJhie of goYernment in tltis land. He is right when he Rays 
that oue of them comes out of the West, and although he de­
plore. it, and although. with his 1iew, as honest as that of 
om·s, he denies that such a philosophy of go1ernment should 
obtain in this .Kation, he is right in the assertion the two V~·ar­
ring philosophies of government to-day are those presented 
by him and those of the East who believe like him, and the 
philo ·ophy of go1ernment that is presented by the men who 
constitute, after all, the first generation of those who made 
the "·e. t. 

Ea:t is ea. t and we. t is west in this Government to-day. It 
is not the line in the aisle of the Senate Chamber that divides 
u · in those philo ophies of government. It. is not the label 
that you bear, . ir, "Democratic," or mine that is Republican 
that is the demarcation in our land to-day. That is not it at 
all. You expre.·sed it, ir, a week or two ago. 

I glory in that di\i ion, coming from the far Pacific. We 
belie\e in our Go\ernment. We belie-ve, when our Government 
eXIJen<L" $150,000.000 of the people's money, that all the people 
of the l!nited State are entitled to ha1e the Go1ernmeilt 
maintain control and operate that upon Y\"hich the Government 
ha e.·pended $150,000,000. I grant, too, that all that diseus­
:ion is pa ·t now. Only one quePtion arises. It i;- the ques­
tion of whether we shall accept that which is presented by U:le 

• 
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Senator from Alabama or that which is presented by the Sen­
ator from Wa hington. I chant no requiem over a lost cause. 
That cause will survive every one of us here. 

The Senator from Nebraska has made a noble and courageous 
fight. When he began it some many months ago there was no 
one who stood by his side. On a test vote the other day he 
had 37 votes against 48 in this Ohamber-in a Senate stabilized 
in conservatism by the last election, perhaps ; it7 votes against 
48 on his proposition then. Yesterday by a scant one, under 
the peculiar parliamentary situation which may not have indi­
cated conditions accurately, he carried his proposition. There 
bas been in this contest nothing lost at all, sir. 

Peoples have understood. The two philo ophies have been 
ably presented on the other side and ably presented by the 
Senator from Nebraska. Those two philosophies in the days 
to come will fight it out in this Nation, fight it out in this body, 
fight it out in the two parties because it is an internal, inter­
nec~ine strife in each of the dominant parties, fight it out until 
one or the other of those philosophies shall have become wholly 
triumphant. But now the que tion is, Shall we accept the 
amendment of the Sena'tor from Alabama or that of the Sena­
tor from Washington? I care very little for what is presented 
by the Senator from Washington. I care very much about 
that which is presented by the Senator from Alabama. I 
want no precedent established here at this session and now by 
the passage of the amendment that is offered by the Senator 
from Alabama. I want no derree of the Senate of the United 
States at this time that we will proceed in the manner he sug­
gests. I therefore turn, little though I may care for it, to 
what is presented by the Senator from Washington, and turn­
ing to it the last words I say to you, Senators, are that you 
trirn to it as the final conclusion of this whole matter. There­
fore remember when we vote upon it that we are voting for the 
end of the di-scussion and for the definitive determination of 
the matter tbat has so long been before the Senate. 

Mr. HEFLIK. Mr. President, I shall detain the Senate but 
a moment. I am as anxious as anyone in this Ohamber to dis­
po~e of the pending measure finally. 

Before the Senator from Nebraska [Mr. NoRRIS], in re"'ponse 
to the question of the Senator from California [Mr. JoHNSON], 
tated that he did not intend to introduce his measure again, I 

bad already told a number of my colleagues on this side that 
he would not do so, that the plan was to have those who had 
rmpported the Norris bill vote for the Jones amendment and 
defeat outright the Underwood proposal and leave the matter 
un ettled, postponed for a year, with a commission to be ap­
pointed by the President, and to expend a hundred thousand 
dollars of the people's money when we are trying to reduce 
taxes and economize in every way possible. 

The question in a nutshell is, will we on this side of the 
hamber seize the opportunity that is ours to support the 

Underwood bill, which i'3 the only measure before us now that 
points the way, that absolutely compels the making of fertilizer 
at Muscle Shoals, or will we support the mea ure of the Sen­
ator from Washington which postpones the matter, takes it 
out of the hands of Oongress, turns it over to a commission of 
fi \·e to study the que~tion and report back next December, and 
tell m; what to do with it then. I concede to my friend, the 
able Senator from California, the right to help dispose of this 
matter. Of courRe he is interested; he ought to be interested 
as a Senator from one of the sovereign States in the great 
sh•terhood of States; but I can ·hardly understand the keen 
intere~t the Senator displays along the line of my good friend 
from Washington, both of them 3,000 miles away from Muscle 
Shoals. I want to know what it is they are trying- to do to us. 

The Senator from Washington presents his measure to post­
pone action and do nothing, to appoint a commission to go to 
1\luscle Shoals where we h.:'l.ve already been representing the 
Oongress, studying the question, and reporting on it, and since 
that time we have had hearings that have filled 8 or 10 large 
volumes. I have one of them in my desk now containing abo~t 
SOO pages. We have taken te. timony from every ronceivable 
standpoint. We have learned practically all that there is to 
be learned about :Muscle Shoals in the hearinJ!S we have had 
before the Committee on Agriculture and Forestry, of which 
the Senator from Nebraska [Mr. NoRRIS] is chairman. Sen­
ators, it cost thom~ands of dollars to take that testimony. We 
have it here. Any Senator can l'ead it. We have reported 
measures. They have been before us for month and years, 
and here we are in the last dn.ys of this session with an oppor­
tunity to pass by means of the Underwood bill what we on this 
side have advocated for four years. His bill authorizes the 
building of Dam No. 3. His bill provides that the power shall 
be equally dh;tributed in the States around about. His bill 
gives the farmer the fu·st chance at the supply of fertilizer. 

His bill provides that they can not charge over 8 per cent 
above the cost of production. It guarantees the making ot 
40,000 tons of fixed nitrogen every year, 2,000,000 tons of fer­
tilizer, one-fourth of the whole supply of the United States. 
It will, in my judgment, bring down the price of fertilizer to 
southern farmers $100,000,000 a year. The opportunity is ours 
from the South to vote for that proposition, to have the fer­
tilizer produced, to settle this question, and settle it right by 
the Oongress rather than send it to a commission to study it, 
parley over it, and come back a year hence to tell us, the same 
body that has been so long considering it, what we ought to do 
with it. 

The PRESIDENT pro tempore. The question ts un the 
amendment proposed by the Senator from Washington [Mr. 
JONES]. 

Mr. RANSDELL. I ask for the yeas and nays on agreeing 
to the amendment. 

The yeas and nays were ordered. 
Mr. SIMMONS. Mr. President, I rise simply for the pur­

pose of making a few general observations and then I shall 
be willing to have a vote taken. I think the Senate by several 
votes has made it perfectly clear that it is not in favor of 
the Norris amendment as against the Underwood amendment, 
but that it is in favor of the Jones amendment as against the 
Underwood amendment. The situation which confronts the 
Senate now is whether it is to make a reversal of its ex­
pressed preference for the Jones amendment as against the 
Underwood amendment or not. 

The reason assigned by Senators, so far as I have been able 
to ascertain in conference with Senators, for reversing them­
selves is that it is necessary to do so in order to break this 
vicious parliamentary circle into which the Senate has been 
thrown. The Senator from Nebraska has stated that if the 
Jones amendment is adopted be will not offer his amendment 
again. I suppose the Senator from Nebraska realizes, as the 
balance of us realize, that the Senate has expressed itself 
directly and indirectly against his amendment, and therefore 
it would be useless for him to offer it again. I am glad 
the Senator made that statement, because I myself feel that 
the former expressions of the Senate make it clear that the 
division here is between the Jones amendment and the Under­
wood amendment. 

I wish, Mr. President, that we might have upon this vote a 
sincere and frank expression of the judgment of the Senate 
upon the merits of the two propositions and that the votes 
of Senators upon these two propositions should not be based 
upon some collateral matter which has been injected into the 
situation by reason of the parliamentary tangle in which we 
find ourselves. I think the questions involved us between the e 
two propositions are of such pul>lic importance that they ought 
to appeal to the good sense, the conscience, and the judgment 
of the Senate as being the issues presented, and the votes cast 
by Senators ought to be the expression of their honest convic­
tion upon such issues. 

I would not trouble myself about this matter at all, 1\lr. 
President, but that it has come to me that po:;;sibly during the 
recess since yesterday evening a certain element in the Senate 
has made up its mind to change its former po. ition witll refer­
ence to these two propositions for the purpose of bringing 
about a final decision. 

I wish to say that, in my judgment, this will be a final de­
cision. So far f!:S I am concerned, it will be a final disposition 
of the matter, and so far as those who have been cooperating 
with me are concerned, I am able to • ay, as a result of con­
ferences with them, that it will be a final disposition. That 
being so, 1\Ir. Pre-ident, I wish to take just a moment or two of 
the time of the Senate further to express my views with refer­
ence to the two proposals which are now before us. They 
fundamentally differ, Mr. President; in the decision of tho~e 
que tions the public is deeply intnrested; and I think the situ­
ation call for further discussion because of that fact. 

Mr. President, I am as anxiou as is any Senator in the body 
to see this great property, which i:s owned by the Go,·ernment 
anu upon which the Government expended over 150,000,000, 
utilized for the purposes for which the investment has been 
made, and as quickly as it can be done with safety to the best 
interests of the country ; but I am also profoundly convinced 
that in the condition of the information posses. ed by the Sen­
ate upon this question at this time it would be very unwise, it 
would be almost reckles" for the Senate deliberately to adopt a 
policy of turning over this property for one-third of what the 
Government has ·pent upon it, with the un<>ertainty that ex­
ists as to whethe1· or not the es ·ential purpo ·es sought by this 
proposed.legislation will l>e accomplished. 
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~h". President, the property at Muscle Sboals, outside of any elusively to provisions with respect to the formation of a Gov­

expenditure of money at all, is an asset of inestimable value. ernment corporation for the operation of the plant. It is in 
If the Government had not put a penny into its development that section of tl'le amendment, and not in the section which 
the power, which is Government property, whlch is wrapped up relates to the lease of the property, that some of the powers 
in the Tennessee River at Muscle Shoals would be worth hun- in which I am so deeply interested are provided. The power 
dreds of millions of dollars. I repeat, it is the property of the to construct Dam No. 3 is in that section of the amendment, 
Government, and the Government, if it had not invested a dol- and not in the section with :regard to the lea e. The pro­
lar in it, ought not to sell or lease that property for a mere vision for research work by the A.grieultmal Department is in 
song. When, however, the proposition is ma.de to the •American that section of the bill proTiding for Government ope1·ation, 
people that the Government shall lease the property together and you can not find it anywhere in the section of the bill that 
with $150,000,000 worth of improvements which have been made provides for a lease. 
by the Government for 50 years to come, and for a considera- ' Mr. President, I say the section that provides for a lease in 
tion representing less than one-third of the money that the the Senator's bill applies only to plant No. 1 and plant No. 2. 
Government bas invested in improving it-I say, Mr. President, It is said here that undoubtedly it will be leased. What un­
when we are confronted by that proposition it behooves us to doubtedly will be leased? Plant No. 1 and plant No. 2; and 
be careful, to say the least; it behooves us, at least, not to take with that 1ease goes no provision for any expert examination, 
this leap in the dark just beca11se we find ourselves in a par- investigation, experimentation, or research. 
liam.entnry tangle. If that is all that is to be leased, then I say this lessee will 

The thing in which I am most interested in connection witb not be in possession of enough power to accomplish the very 
the pending bill is that pertaining to the production of fer- purposes that the Senator from .Alabama says he has in view. 
tilizer, in order that we may be liberated from the bondage It will not have enough power to :furnish this Government with 
which we are now under to Chile, and in order that we may an adequate supply of nitrates. Let us SUP'PO e that the ni­
secure this element so essential in replenishing ..the productive- trates that have been produced have been sold as fertilizer, 
ne8s of the soil and in maintaining that productiveness. That, because we are in peace, and a war suddenly confronts us. 
to my mind, towers above every other consideration in con- We will have to have an adequate supply of nitrogen upon 
nec:tion with the proposition, except, of course, that of national short notice; and here we have not enough power, running all 
defense. the time for five years, to provide for the annual requirements 

I regret the necessity of repeating myself upon this subject, of a great war on the part of the United States. There is not 
but I am as thoroughly convinced as it would be possible to enough power at plants No. 1 and No. 2, if every ounce of it 
convince my mind by any array of facts or any line of argu- were employed at its full capacity for every day in the year, 
ment that, if the lea e shall be consummated under the terms to produce one-fifth of the fertilizer that thls country requires 
provided for in the Underwood amendment, while there will be annually. There is nothing in the lease provision that au­
produced probably at this plant a small fraction of the re- thorizes the construction of Dam No. 3 and its operation in 
quirements of the Government in time of war, there will be connection with these two plants that it is proposed we shall 
produced at no time during the life of the lease anything like lease at Muscle Shoals. . 
the fertilizer that is necessary to supply the needs of agricul- Mr. President, in this situation in which we find ourselves-
ture in this country. the apparent inadequacy of the price under the Underwood 

I am also convinced that unless there shall be some provision bill, the uncertainty of our ability without proper research to 
in the lease-and the amendment of the Senator from Alabama fix nitrogen in a form that will be of any value at all to the 
[:Mr. Ul\-nERwoon] does not contain any such provision-requir- farmer, the certainty that unless the research work is done 
ing the lessee to make every possible ·investigation with a view and great improvements are made, such as have been made in 
to discovering processes by which the quality may be improved Germany and in other countries and' patented, the farmer has 
and the cost of producing the nitrates at the Muscle Shoals no grounds whatever for hope-to dispose of this property 
plant may be so reduced as to make it practicable as a fer- under all these circumstances of• doubt and uncertainty, all of 
tilizer proposition, we shall in a few years find ourselves in a these circumstances pointing clearly to the inadequacy of the 
worse condition, possibly, with reference to our supply of nitro- }}ill to accomplish the purposes which the Congress has in 
gen than that in which we are to-day. view and which the proponent of the bill says he has in view, 

I made some investigations of a practial character during the it seems to me would be rash. We ought not to content ow­
recess by addressing inquiries to the mixers and manufacturers selves with passing a bill that thus inadequately deals with 
of fertilizers in the United States. As a result of those investi- a g1·eat and vital matter and thus dispose of an asset of lnes­
gations, I was advised that at the present time, by the use of timable value, upon whlch the Government has spent $150,000,­
the processes which up to this time have been discovered 000, for the paltry rental of 4 per cent upon $43,000,000. 
cyanamide could not be made and sold without a loss in com: Mr. President, if the proposition of the Senator from Wash­
petition with Chilean nitrates, and that the cyanamide it is ington is adopted. we will delay only until next December; 
possible to make under present conditions is so unsuited to and in the meantime a commission to study this matter will 
agricultural requirements that~ no matter how much of it might be appointed by the President of the United States, who all of 
be produced. there would be practically little demand for it for us believe will do his best to conserve and promote the best 
agl'icultural purposes. If that be true, Mr. President, is it not interests of the country. When we meet here later we will 
clear that-the only chance to give to the farmers what they have more light and more information to guide us and nobody 
desire is that there should be developed, through research and will be hurt. 
experimentation, cheaper methods of producing this article, in The Senator from .Alabama h~s accepted an amendment to 
the first place, and in the second place, better methods of pro- his bill whlch provides that after three years the lessees of 
ducing it-methods by which the obno:rious quality that now this plant are to begin to make cyanamide or fixed notrogen. No 
exists in this material, namely, that it is too caustic, may be progress is to be made, if the lessees do not see fit \Oluntarily 
eliminated? to make it, in the matter of manufacturing this product, either 

The amendment of the Senator from Alabama does not pro- for national defense or for fertilizer use in times of peace, far 
vide for such research and experimentation at all. The pro- the next three years. Practically, the Senator's bill does not 
posal of the Senator from Alabama is divided into two major go into effect, so far as accomplishing its professed purpose 
sections. The first six pages of his substitute provide for a is concerned, for the next three years, and then the corpora­
lea e. The only substantive provision in that portion of the tion will begin to manufacture it-10,000 tons the first year, 
measure is that there may be a lease made by the President 20,000 tons the next year, and 40,000 tons the third year. That 
upon three conditioDB, and these are the only conditions set makes six yeaTs from to-day before they begin to make the 
forth. They are, first, that there shall be produced 40,000 tons 40,000 tons; and then, Mr. President, at the end of six years, 
of nitrogen beginning at the end of six year-s; secondly, that the according to the amendment which the Senator has accepted, 
rental shall be 4 per cent upon the basis of about $45,000,000; if these lessees, without having made any investigation, without 
and, third, that the product shall be made at the two plants having done. anything to improve these processes, without hav­
and only these two plants. As a matter of fact, the e two ing done anything to chea1)en the cost of production, shall 
plants do not now pos e s and likely never will possess the come to Congress and say: "We have demonstrat~ by our 
power adequate to make enough cyanamide for the purposes of operations, by our attempts with the old proc-esses, under the 
national defense or to make enough cyanamide for the purposes old methods, that we can not make cyanamide profitably, and we 
of fertilizer, or anything li.k.e enough, even if developed to their ask that tlle provision that we shall manufacture it for fertilize~ 
full capacity. shall be removed from the contract," it probably will be re-

Those are the only three essential provisions in that portion ·moved. It is ab o1utely certain that they will not be able to 
of the sub titlfte of tb Senator from .AlabaiiUL. The remainder manufacture it profitably by present process~. · It i~ ab;rolutely 
of the 21 pages in the Senator's amendment are devoted ex- certain that they are not going to concern themselves abom; 

-·--........... 



1800 CONGRESSIONAL RECORD-SENATE . JANUARr 14 

the discovery of new and better processes, because they will 
not want this plant for fertilizer purposes or for national de­
fen~e purposes. They want it for power purposes. They will 
want to get rid of the necessity of producing nitrogen as 
quickly as po sible. The Senator's amendment provides a 
method for them to get rid of it before they have begun to 
make the 40,000 tons a year stipulated in the biU; and by 
leaving out of his amendment any requirement that they shall 
make adequate efforts to disco,er better methods, he has left 
it with them and they will solve the problem according to 
their interest. The Senator has admitted in the discus ion that 
he thought they would lose in the manufacture of cyanamide, 
and therefore he ha made the interest low in order that they 
might recoup, out of the water power sold, the lo ses in the 
manufacture of fertilizer. 

Of cour e we know now what their report will be, and we 
know now what probably will be the action of Congres , because 
they will say: '' Oh, well, it has been tried, and we can not 
do it." Manufacturers of fertilizer throughout the country 
will say : " We ha \e not had any u e for your cyanamide pro­
duced by these old proce ses. It i utterly inadequate. It is 
not a substitute at all for Chilean nitrate. It is not adapted 
to the purpose· of fertilizer." The les ees will be released 
from the necessity of producing nitrogen for fertilizer, and then 
what is going to happen? 

'l~e Senator says they will have to go on making 40,000 
tons a year. For what purpose? If it is not valuable for 
fertilizer, what are they going to make it for? For national 
defense? As ·uming that those are the only two major, sub­
stantial uses of thi material-either for fertilizer or for 
national defense--when you release them from making it for 
fertilizer, then there is practically no other demand for it; 
but the Senator says they will have to go on for the balance 
of the 50 years-that n-Ul be 44 years-making 40,000 tons 
of it a year for national defense. that being the only tLe then for 
it, and it being demon~h·ated that that is the only use for it­
national defen e. Why, at that rate we will have a mountain 
of unused cyanamide piled up here in the United States. That 
being the situation, what will the ·e people ay when ther come 
and ask us to release them from making it for fertilizer pur­
poses? They will say at the same time: "After we have made 
100,000 or 200.000 tons of it for national defense and laid it 
by, stored it up for that purpose, why not release us from that 
provision of it also? ·why require us to make it when there 
is no demand for it, n-hen we have provided enough for national 
defense already?" The result would be. in two or three year 
after they had made the 40,000 tons and piled up what was appar­
ently an adequate supply for pos ·ible war, that the Congre s 
would release them from that part of the contract; and so we 
would finally have practically sold this plant for power pur­
po ·es, and sold it for not more than one- e'"enth of the \alue 
of pon-er in the markets of this country. 

Mr. President, in my State there has been a great de\elop­
ment of hydroelectric energy. Enormous plant han~ been 
in::;talled in the \arious streams of that State. and others are 
being installed constantly, becam~e it i::; an immen ely profitable 
bnsine s-probably the most profitable busines carried on in 
the l'nited States to-day. I have been told that the profits of 
:water power, transmitted as it is now hundreds of miles, supply­
ing factories and citie and towns, are quite enormous, making 
those who develop these powers in a short time very, very 
wealthy. If you "\Yere to go down into my State and propose 
to buy a water pon-er as extensive as that which the Govern- · 
ment has developed at Muscle Shoals, and will with a small 
expenditure further de\elop for the insignificant sum that is 
prodded here, it would be con idered by business men that you 
were a fit subject for an insane a ylum. 

If the Go\ernment of the "Cnitecl States wants to give away 
thi property for half a century-and that is whnt this bill 
pro11oses-it ought to be done openly and frankly. We should 
not do it nuder CO\er. 

The imagination of man can hardly conceive what the value 
or the scope of usefulnes" of that property will be 50 years 
from now. Yet, with all the increment of the year , multiply­
ing and quadrupling the value of other water powers in this 
country, this water power will grow no more valuable in dol­
lars and cents to the Federal Government than it i to-clay. 
Fifty years from now the Federal Government will be receiv­
ing no more from this property than it will recei\e in the next 
fiscal year, if it is rented, although long before that time the 
property will be worth billions of dollars in all probability. 

nlr. President. I have been deeply interested in this matter 
because I think it a matter of vital public concern. I belie\e 
if this Congress passes the Underwood measure. it will not be 
long before Wlei"Y man in this body who votes for it will feel 

that he has committed the mistake of his legislative career. 
I could not by any means at all be induced to vote for it. 
Feeling as strongly as I do about it, I have probably imposed 
upon the patience of the Senate, probably repeated myself in 
some particulars; but I have no apologies to make for the 
energy I have displayed against the adoption of this proposi­
tion. I have done it con cientiously. I believe I have been 
actuated only by a desire to serve the be t interests of my 
counh·y, ~nd if it passes I shall have the satisfaction of know­
ing that it passed after I had exhausted all of my humble 
powers and talents in an effort to save the Congress from such 
a colo::; al blunder. 

Mr. UXDERWOOD. Mr. President, yesterday when I 
offered the substitute which is now pending before the Senate 
I accepted the proposal that was made in the Norris bill in 
reference to the making of fertilizers. Either through an in­
ad\ertence of myself or a mistake of the printer, the word 
"le ·see " was left out in three places. On line 7, page 4, the 
language hould be, "the lessee or the corporation hall manu­
facture nitrogen." On lines 18 and 19 the language should be, 
"it is demonstrated to the ati:faction of the les ee or the 
corporation." On line 20 the language should be, "by it with­
out lo. , the l~see or the corporation." The bill deals with 
both the les ee and the corporation in the alternative. I ask 
unanimous consent that the bill may be corrected in those 
particulars. 

The PRESIDIXG OFFICER (Mr. McNARY in the chair). 
Is there objection to the reque:t of the Senator from Alabama? 
The Chair hears none, and the modifications will be made. 

Mr. UNDERWOOD. Mr. President, I shall not detain the 
Senate long. I have listened to the speech of the Senator from 
North Carolina [Mr. SIMMONS] se-veral time . I know he does 
not agree "\vith my position, and I am not critical of that fact. 
I know he agreed with the position of the Senator from Ke­
braska [1\Ir. NoRRIS], and the po:;;ition of the Senator from 
Kebra ka and my position are very, \ery different. 

I said in the beginning of this debate that the Senator from 
Nebraska had presented an excellent power bill, '\nth fer­
tilizer a an incident, and that the bill which I pre ented is a 
national defense bill, the nitrogen to be u ed in peace times 
for making fertilizer, with the sale of power as an incident. 
No matter what we ha\e said or what we have done, that has 
been the clear line of demarcation. 

The thing I do not understand about the attack of the Sena­
tor from North Carolina on the fertilizer pronsion is that with 
the word "le ·see,'' which I ba\e juf.it added this morning, out 
of it, f'ection 4, the fertilizer pro\ision, is identically the pro­
vision that wa in the Norris bill when the Senator from ~ ... orth 
Carolina prai.·ed it so hi~hly. 

Mr. SDDIONS. Oh, Mr. Pre~ddent, I att&.cked it upon the 
ground that the Senator had not provided in the bill, as wa 
pro\ided in the ~orris bill, for adequate investigation, for the 
purpose of perfecting the process. I have said about it to­
day what I said yesterday, that the nitrogen produced by pres­
ent processes is not marketable for the purpo e of manufac­
turing fertilizer. I argued as against the Senator's proposi­
tion, first, on the ground that he did not provide for adequate 
inve tigation and the perfection of the proce s, contending 
there was no incenti\e. Secondly, that he only di posed of 
two dam·, and they were not of ufficient capacity to supply 
the demand when run at full power, while the Norr~s bill 
pro\ides for experimentation and investigation into the ques­
tion of whether nitrogen can be produced, and if it can be 
produced then it is required that it shall be produced in un­
limited quantities; and it pro\ides for the con truction of an­
other dam to de\elop -:10,000 llorsepon-er, which could al o be 
used in connection with the manufacture of fertilizer and of 
materials of war. 

Mr. lJNDERWOOD. 1\Ir. Pre ident. I have no doubt that 
the Senator from North Carolina thinks that is what he said, 
but I have the RECORD, and I also ha\e my memory. He said 
in the debate a day or h-ro ago that the amendment of the 
Senator from Tennessee [Mr. ~IcKELLAR] to the Norris bill 
had accomplished the purpo e of pro,iding for in\e tigation 
into the po ibility of the production of fertilizers, and if the 
Senator will look through the REC'ORD-

l\Ir. SIM:\IONS. I diu ay that the Korris bill as amende 
by the Senator from Tenne. ee accompli. bed that 11urpose. 
That purpose is not covered in the amendment which the 
Senate adopted, howe\er. There is no provision in that 
amendment for any experimentation whatsoever. 

Mr. lil\"DERWOOD. Of cour e. the Senator and I can not 
say black is white and white i.• black forever; but I took out 
of the Norris bill section 4, and when I offered the amendment 
yesterday I struck out my section 4 and ofrered that in its 
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place. All I can say to the Senator is that if he will kindly and whenever any of the States directly concerned has not provided a 
take that portion of the Norris bill, embraced in the amend- commission or other authority to enforce the requirements of this sec­
ment offered by the Senator from Tennessee [Mr. McKELLAR], tion within such State or to regulate and control the amount and char­
and compare it with section 4 of my proposal, outside of the actcr of securities to be issued by any of such parties, or such States 
addition of the word " lessee," he will find that they read the are unable to agree through their properly constituted authorities on 
same. the services to be rendered or on the rates or charg£'s of paym{'-nt 

Mr. SiilliO~S. The Senator does not mean to say that therefor, or on the amount or character of securities to be issued by 
there is anything in the McKellar amendment, which he ac- any of said parties, jurisdiction is hereby conferred upon the said com-
cepted and incorporated in his bill, that requires any in- mission-
vestiga.tion, or that provides any additional power, except that And so forth. There is nothing to show even what commis-
at plant No. 1? sion it is. 
· Mr. UNDERWOOD. No; I am simply calling the Senator's Mr. U~'DERWOOD. I am not responsible for an amend-
attention to what a day or two ago, when the issue was be- ment that the Senator from Tennessee had put on my bill. I 
tween this bill and the bill of the Senator from Nebraska, he did not put it on. I had a bill in which I provided for the 
said was the keynote, the high point, of this legislation-the States in which the power was used to regulate the proposi­
McKellar amendment; and now he re-pudiates it as if it were tion. I thought that was proper. I still think it is proper. 
not in the bill. But that is neither here nor there. But the Senator from Tennessee, collaborating with the Sena-

1\Ir. SilD!ONS. The Senator should not attempt to put me tor from Montana, proposed finally two paragraphs from the 
in that position, because what I did say and what I was con- water power act. The Senator from Tennessee supported that 
tending was that the Norris bill, with this pro-vision, supple- proposal and said it was the correct thing to do, and the Senate 
mented by the amendment of the Senator from Tennessee, agreed with him and the provision is the regulatory provision 
would meet the reasonable requirements. now in the bill. 

Mr. UNDERWOOD. I am not going to quarrel with the Mr. McKELLAR. I will say 'to the Senator in all frankness 
Senator about the situation. I am sure that if he will refer that sections 10 and 11, suppo ed to regulate the lessee in the 
to his remarks he will find that I am correct; and if I am not case, will not hurt any lessee who may get the property. 
correct, I will apologize to him. But I heard him say it. That Mr. UNDERWOOD. I agree with the Senator. I do not 
is neither here nor there, however. Really I preferred the bill think it is as good as the provision in my bill, but I did not 
as I originally had it, but in order to meet the situation which strike the provision out of my !Jill. The Senator from Ten­
confronted us I accepted this alternative, and it is in the bill. n~ see did it himself. 

The Senator talks about our disposing of this property for l\lr. McKELLAR. The provisions in the Senator's bill were 
$1,000,000. There is nothing in the bill that is before the Senate not as good as the amendment I offered, which ought to be 
now-the so-cal1ed Underwood bill-providing for tile sale of put in the bill before it becomes a law. We have no business 
this property. The last thing in the world I would be willing passing a bill without a national regulation of rates. 
to have consm'lted would be a sale of the property. My Mr. UNDERWOOD. Probably the Senator does not know it, 
sub titute does provide for a lea ·e not to exceed 50 years, and but all provisions that regulate rates under the Federal water 
it allows the President of the Un!ted States to determine how power act were put in the amendment offered by the Senator 
long t11at lease shall run. It does proYide that the rental shall from Montana. There were some other provisions about an 
not be less than 4 per cent on the cost of the dam, but it allows amortization fund and other questions of that kind in the 
the President of the United States, above that amount, to Federal water power act which the Senate refused to adopt 
determine what the rental hall be. All this talk about the a-s a part of this bill. But the regulatory portion of the Federal 
Government's interests not being protected is mere imagination, water power act was put in the bill by the Senator from 
unless yon go so far as to ay that you are sati. fie<:l that the Montana and the Senator from Tenne see. I do not think 
President of the United States will not protect them, because, they ought to criticize my bill about an amendment which they 
a the bill now stands, he has to make the contract under which them elves offered and were instrumental in having adopted. 
40,000 tons of fixed nitrogen will be produced for the protection That is all I am objecting to. I really did not think it was as 
of the country. He has to produce fertilizer within the terms good as the original language, but I accept it bec-ause it was 
of the ... fcKellar amendment to the .l. Torris bill, and he can not the decision of the Senate. 
'lease it for less than 4 per cent of the co t of the dam, which Mr. President, I merely want to say in regard to the issue 
will be something like )2,000,000 rather than $1,000,000. But that was raised here this morning, I am sorry the Senator from 
that is the minimum. He can not make a lease for more than California. [l\1r. JoHNSON] is not here now, but I will certainly · 
50 years, and h~ can make it for five years if he wishes. not say anything derogatory of him. I admire his ability and 

I will come now to the real discussion-- his earnestness of pu.rpo~e. I agree with him that there are 
l\Ir. McKELLAR. Mr. President, will the Senator yield be- two great issues before the American people to-day. One is 

fore he lea.\es that point? the issue supported by those who desire to go as far as pos-
The PRESIDIXG OFFICER. Does the Senator fi·om Ala- sible with the hand of the Federal Government in reaching 

ba.ma yield to the Senator from Tennessee? into the lives and the business of the Ameriean people. There 
l\lr. Ui\J)ERWOOD. I yield. is another great school of philosophy that believes in indi-
Mr. McKELLAR. The Senator continually talks about not vidualism; that believes the great destiny of this Nation has 

having confidence in the President to see that he puts in the been worked out by the fact that we have allowed the citizens 
contract proper provisions for the protection of the Government of .A.meri~ freedom of action in their busine s, freedom of 
and the people. Of course, we all know that the most important life in their homes, and that the GoYernment """hich governs 
thing is the provision for the regulation of rates. The Presi- least governs b.est. I belong to that latter school of philoso­
dent can not put anything in the contract about the regulation phy. The Senator from California belongs to the other one. 
of rate that the Congre.s has not already provided for. The In the cour e of time that que tion must be settled, but it is 
Senator's bill provides for regulation of the rates only by State not at issue in this bill. It is not at i sue now. It may ha\~ 
utility commissions and doe not provide for it by the General been in issue when the bill of the Senator from Nebraska was 
Gorernment. Is not that true? before the Senate, but there i nothing in the amendment of 

l\Ir. UNDERWOOD. No; it is not true. the Senator from Washington that involyes it at all. 
~\Ir. McKELLAR. If the Senator will look at his bill, he I favor the use of the GQ\ernment plant at Muscle Shoal3 

will see that it is only in the eYent there are no State public primarily for the making of nitrates for war purposes and fer­
utility commiR ions that tbe GoYernment is all<>wed to step in, tilizer for peace purposes. and so does the Senator from 
and we all know that the States au have public utility com- Washington. The only real difference that exi ts, the real issue 
mis::::ions. ' that is before the Senate to-day, and the only issue, is the 

Mr. U~'D:EJRWOOD. As my bill wa ori~inally drawn it pro- que8tion as to whether, under the bill wbich I haYe proposed 
Yitled for the regulation of rates by the Statt> . The Senator and which is now pending before the Senate, we can cause 
from Montana [Mr. WALSH] offered an amendment in erting the President of the United States to make a lea e of the 
two paragraphs from the water power act. The Senator fr<>m properties which will carry out and subserve the original pur­
Tenne ·ee supported him in that amendment, and it was agreed pose of the legislati-on enacted in 1916 declaring that these 
to and placed in my bill. properties should be used in time of war for national defense 

Mr. :McKELLAR I did that, but what did it do? It was and in time of peace for making fertilizer for the farmer. 
a mere makeshift. The amendment that really provided. for That is the law to-day. The Senator from Washington rec­
Government regulation wa · offered by me and voted down at ognizes it and proposes it in his substitute. The whole theory 
the request of the Senator from Alabama. I can not be mis- of my bill rests on that proposition. The bill of the Senator 
taken about it, because on page 19 of the bill of the Senator from Nebraska was a power bill and not a national defense 
from Alabama it is provided as follows: and fertilizer bill. 
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Tlle real issue that is before the Senate to-day is whether 
we shall pass a bill authorizing the President to make a lease 
of the property, with his hands practical13· untied, to use it 
for national defense and fertilizer, or ~hall we hut up shop 
when the whole machinery is ready to operate and run and 
hal'e the President of the United States appoint fi1e com· 
mis ioners at good salaries-if they are worthy ta be commi -
sioners they ought to be paid good alaries, and I do not 
criticize that, but it ·is a charge on the Public Treasury-to 
come back here and tell the Congress what it should do with a 
piece of property that it has already told itself how it should 
be taken care of. In 1916 it dedicated this property to 
national defense in time of war and to fertilizer in time of 
peace. I see no reason why we should change our conclusion 
on that point. 

When we come to making the lease within the terms of the 
bill and carrying out its pronsions, there may be many men in 
the Congress of the United State who in character and ability 
may be able to function as well and as satisfactorily as the 
President of the United States; but the President of the United 
States will have the responsibility, because what he does 
rests on one man. We in Congress ha1e a divided responsi­
bility. So far as I am concerned I am sati tied in my own 
mind that the Pre ident can make a better lease and protect 
the public interests in reference to the matter in a more satis­
factory way if we gi1e him the power to act than if we 
appoint a commission to come back here and tell us what we 
are going to do. I ha1e ne1er yet seen the time when the 
Congre ·s of the United States accepted the ad1ice of any com­
mission it appointed. 

Mr. McKELLAR. If the Senator believes that, will he vote 
for an amendment authorizing and empowering the President 
of the United States himself, v.-ithout any fetters or any let or 
hindrance placed by the Congress, to take charge of the plant 
and sell it or make such other disposition as he desires? That 
would put it up to him w-ithout haling him fettered and ham­
strung in the disposition of the plant. 

1\lr. Ul\~ER,YOOD. If we had come to the question of clis­
po ing of the property by haying an aggregate Yote of the Con­
gress on that matter, with its many angles of approach, that 
might not be a bad idea, but I have no desire to do that, be­
cause I think we should make 40,000 tons of nitrogen for 
national defense under any circumstances. I think the Mem­
bers of Congress all agree to that and I see no objection being 
made· to it in the bill. I am sure the Senator from Tennes ee 
does not object to the fertilizer pro1ision in the bill, and so 
long a the lease shall not be made for less than 4 per cent, I 
think the President can get 4 per rent, and w-e do not interfere 
Reriously with his handling the proposition by making that 
limitation. 

Mr. President,· there are two angles to the situation. Some 
Senators want something substantial done toward supplying a 
rea, onable amount of nitrogen for national defense in time of 
w-ar and to aid the farmers with a reasonable amount of ferti ­
lizer in time of peace. Others think the property ought to be 
used for a great water power development. It was dedicated 
by the Go1ernment in 1916 for war purposes in time of war 
and for the farmers in time of peace. The bill that is before 
the Senate carries out that dedication and makes it certain­
and makes it certain at the earliest hour. After the 1st of 
July these great wheels of power resting in the 'Tennessee 
Ri1er will not be lying idle if the bill I propose is passed. 
They will be earning the money that they w-ere onilt to earn. 
True, the amendment of the Senator from "'ashington pro­
vides that they may be leased for a year, but no one thinks 
for a moment that we can get an adequate rental for them if 
there is that limitation on their usefulness to those corpora­
tions that may desire to use these properties. 

The Senate at this hour has reached the final point of 
determination as to whether or not it is going to do something 
with the e g1·eat properties now, or whether it is going to delay 
action practically for another year, and at that time again 
po;~i!J1y find itself incapable of action by reason of the great 
diver:·ity of opinion here. 

.Mr. President, unless some other Senator desires to take the 
floor to speak, I am going to ask for a quorum. 

1\Ir. S~HTH rose. 
l\Ir. UNDERWOOD. If the Senator from South Carolin<.t 

desires now to address the Senate, I will yield to him. 
l\Ir. Sl\liTH. l\Ir. President, I have once or twice previously 

spoken at length on this question. I presume w-e have now 
come to a final determination, so far as the Senate is con­
cerned, as to what attitude we are going to take. 

There are only two propositions now before us. One is em­
bodie·d in the Underwood provision, and the other, the Jones 

amenclmE'nt, involves the postponement of a final decision so 
far as a disposition of the property is concerned, for a year: 

I stated the other day that the main question involved so 
far as I am concerned, is that of carrying out the intent of' the 
original legislation, and that was to determine at Muscle 
Shoals whellier or not nitrates for munition purposE's for the 
defense of the country could be produced in sufficient quanti­
ties to meet the needs of the Government. We llave not dem­
onstrated that; we have not even finished the dam; we have 
not determined through scientific research and experimenta­
tion w-hat process is the most available. 

A1low me to digress here long enough to state that in the 
discussion of my amendment, which proposed to eliminate from 
the bill the leasing feature, the fact was developed that the 
lea ing feature in the bill is the one that is going to be carried 
out if the Underwood amendment shall become a law. r.I.'he 
Yote of the Senate on the proposition of the Senator from 
Nebraska [:.Ur. NORRis] and on my amendment showed that the 
majority of the Senate at thi time propose that the Govern­
ment shall take its hands off ~luscle Shoals and leave to pri­
vate endeavor the answer to the question as to whether or not 
the Government will provide itself with this element for de­
fense. Therefore, it follows as a nece sary corollary that it ls 
not propo eel to carry out the intent of the o'riginal conception 
of the measure to <le1elop l\1uscle Shoals and produce there 
sufficient nitrates for the defense of the Government and then 
during times of peace, a sufficient quantity for agriculturai 
purposes. 

The objection I haYe to the "C'nderwood amendment is that 
right at the very cla,vn of the development of this process it 
proposes not only to turn the plant oYer to a private corpora­
tion but to limit the amount produced, and that no encourage­
ment is proposed to increase the amount or to perfect the 
process by which the amount may be increased. 

:ur. "'C~"'DERWOOD . ~[r. President, may I ask the Senator 
a question? 

The PRESIDENT pro tempore. Does the Senator from 
South Cru.·olina 3-iE'ld to the Senator from Alabama? 

1\Ir. S:UITH. Yes; I yield. 
l\lr. U~DERWOOD. Why does the Senator say that the 

amendment limits the amount? 
l\Ir. S:\IITH. I am predicating that statement, .Mr. Pre ·i­

clent, upon a fundamental human principle, that ·everyone 
moves along the line of lea Nt resistance. There has already 
been e tablishecl beyond any question the profitableness of 
water pow-er. There is great power at Mu cle Shoal . The 
11r0ce~s by which nitrogen may be produced to meet the needs 
of the Government and the farmers has not yet been perfected. · 
Somebody has got to do the dead work ; somebody has got to 
do the pioneering. 

Mr. Ul\"'DERWOOD. If the Senator wi1l allow me, I do 
not want any difference of opinion to exist as to what the 
amendment provides. 

l\Ir. S)liTH. Yery "'ell. . 
~Ir. "C'XDERWOOD. The Senator admits that the amend­

ment proYides that the lessee or the corporation must manu­
facture 40,000 tons of fixed nitrogen? 

Mr. S~IITH. Yes. 
~Ir. "UNDERWOOD. The amendment does not provide that 

the lessee shall not go on and manufacture as much more as 
he desire , does it? 

:\Ir. S:\IITH. Neither does it say that the lessee shall go 
on to the limit. 

l\lr. UXDEH.WOOD. How could w-e fix the limit to which 
the lessee should go? But the amendment does provide-- , 

Mr. SJ.IITH. Ye ·;but--
l\lr. U IT>ERWOOD. Wait a moment, if the Senator will 

permit me. 
.Mr. S.~IITH. Certainly. 
~Ir. uNDERWOOD. The amendment provides that the 

lessee shall produce nitrogen to the full effectiye capacity of 
tile plant. 

:l\Ir. S.:\HTH. Of plant No. 2. 
1\Ir. UXDER"TOOD. The other plant has never been oper­

ated. And 40,000 tons are required to be produced . 
:Ur. S~UITH. Now, if the Senator will allow me to answer 

him, I desire to say that is the \ery crux of this argument. 
A priYate corporation is not going to go beyond the point 
where it is profitable, while the Government would go on 
seeking to find where production might be made profitable. 
That i. the difference ; and, I r epeat, that is the cru.."'\: of the 
whole argument between the Senator and me. I n the empiri­
cal stage of the process of producing fixed nitrogen f rom the 
air we have not yet arrived at the point where we can say to 
the .Americ~ people, " Here is the power and here is the 
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process, and they can be utilized for the protection of the 
GoYernment aml the benefit of the country." 

We ha-re , pent $150,000,000 laying the foundation to do what? 
To demonstrate to the American people whether or not this new 
seientific process will meet the needs of America and of the 
Go-rernment for a certain commodity. Now it is proposed, 
when the partial disco"Veries of scien<;e ha-re shown th~t 
c:vanamide can be made, to lease this property and comnnt 
it to this tentati"Ve, this first and almo t aborti"Ve method of 
the production of nitrogen. It is true that 40,000 tons of 
nitrogen can be made at plant No. 2. I ha-re here in my desk 
samples of the re ults of laboratory tests of a chemically per­
fected combination of the three ingredients of fertilizer. It 
is frankly admitted that no attempt as yet has been made to 
produce it on a commercial scale, but the work has gone far 
enough to justify the belief that the commodity can be pro­
duced on a commercial ca.le, not the mechanical combination 
that is now produced by our great fertilizer companies, but a 
chemical mixture which will relie"Ve the agriculturists of this 
country of seven-eighths of the freight cost in monng the 
filler, a it is called, by enabling them to purchase a pure 
chemical ingredient. I need not go into that now, but I am 
ju t pointing out to the Senate, in the interests of agriculture 
and in the interest of our Go\ernment, that a colossal <lis­
co\ery has been made in that artificially we can e~1:ract from 
the air in unlimited quantities the prime ingredient that 
enters into e:x:plosi-res and the sine qua non of agricultural fer­
tilization. 

After we have dedicated Muscle Shoals to that use and ha"Ve 
spent $150,000,000 in laying the foundation, without an experi­
ment being made, with no one here assured as to what may be 
done or may not be done, we propose now to take merely the 
first initial step, which is the production of cyanamide, and to 
commit to a lessee the use of nitrate plant No. 2 in order to 
produce 40,000 tons of cyanamide, which has got to be sub­
jected to different processes before it can become effective for 
fertilizer purposes, and lea-re the balance of the property, the 
de\elopment of the power and the stupendous possibilities of 
the disco-reries of science to the lessee·s sweet will rather 
than to you and me, as representati"Ves of the Go-rernment, 
thus forgetting the two fundamental principles which underlie 
the whole question-the production of an adequate ·food and 
clothing supply and the defense of the Government in time of 
necrt. We ha"Ve not begun to solve that question; we have 
hardly taken the initial step; yet, because we can now manu­
facture 40,000 tons of nitrogen, it is asked why not lease the 
property and shut the door to the possibilities of Muscle 
Shoals? To do that would be just as foolish as to say to a 
man who has a quart of seed corn that is a-railable now, "You 
are hungry; grind your corn into meal and eat it and shut 
out the possibilities of the crop that would grow from the 
proper planting of that seed corn." 

It would be just as foolish as to say where an old pump has 
lo~ t its suction power and you ha-re a quart of priming water, 
and you are thirsty, "Drink your priming water and forego 
the pos .. Jbility of priming the pump." Muscle Shoals has the 
possibility of unlimited development. It needs but the foster­
ing care of the Go-rernment, and the priming of it by wise 
legislation to furnish the farmers of this country the necessary 
ingredients for fertilization not only in nitrates but in phos­
phoric acid and potash, as is demon, trated by the samples I 
have in my desk. Mr. President, I would feel derelict in my 
duty if I stood here and -roted to eat the seed corn and to 
drink the priming water, and let the field and fountain go dry. 

The Jones amendment is not all I would have it. God know 
I am not going to -rote to stop the Government's actinties at 
Muscle Shoals until it shall ha\e demonstrated the answer to 
the question to which it was dedicated. When we shall have 
developed the power, utilized the power in the production of 
the ingredients for which it was dedicated, and ha\e completed 
the machinery, then will be time enough for us to talk about 
lea ing the property to a pri-rate corporation, for we will then 
know its pos ibilities, and will then be able to furnish the 
answer to the American people who have contributed $150,-
000,000 of their taxes toward this project; but we hould not 
at this stage of the game turn o-rer the whole property to a 
pri-;-ate corporation, which, if it leases it at all will lease it for 
profit, and is going to make its profit out of the process that 
gives the greatest profit with the least effort, which means the 
de-relopment and sale of the power without regard to the pro­
duction of that for which the American people to-day are 
crying. 

I came near saying that I do not feel called upon to vote 
for either of these propositions; they are so much at -rariance 
with what I belie-re to be the duty of the Senate ~ the 

premises. We have already made appropriations to carry on 
the C'lnstruction of the dam. We passed the bill yesterday. 
The work will go on. The dam will be completed. The power 
will be developed. What pro\ision ha-re we made, however, 
that the object for which the dam was built and the power 
developed shall go pari pa su with that? What have we done? 
If we propose to carry out the purposes for which the law was 
passed, why do we not appropriate money and employ scien­
tists to go there and utilize that power until they solve the 
problem that faced us in 1917, and that has faced the farmer 
every day since he began to till the soil of the Atlantic sea­
board? 

I hold in my pocket now an instance of the burden that the 
farmers of this country have to bear. The Senator from Idaho 
[Mr. BoRAH] rose in his place the other day and startled the 
Senate by reading figures showing how taxes on farm lands 
have mounted, "ithin a comparatively few years, from $600,-
000,000 to more than $1,000,000,000. He showed how, in some 
instances, the taxes were more than the net returns of the 
proceeds of the farm. That was the legal tax, the tax laid 
by the States and the Nation. The indirect tax that the 
·farmer has to pay spells the difference between the $7,000,-
000,000 which he receives and the ultimate value of 30,000,-
000,000; and I want to read into the RECORD now, Mr. Presi­
dent, that indirect tax, apropos of the very question that we 
are discussing. 

I shall not put the entire letter in the RECORD, because there 
are in it certain matters that do not pertain to this question; 
but, writing to me and my colleague and a Representati\e from 
the district in which this constituent resides, he says: 

We want to call your attention to a very serious condition that! 
looks like it might be in restraint of trade against the farmer. Every 
large fertilizeJ.· dealer or manufacturer have gotten together on prices 
and terms in North Carolina, Virginia, and South Carolina, and all 
have raised their base price $6 per ton. All fertilize1· was sold at the 
factory last year, base 8-33-

That you ha-re heard so much about here-
at $18. To-day all dealers are asking for same fertilizer at factory $24. 
This is an advance of 6 per ton over la t year, and in order to get this 
price you have to pay for all fertilizer on arrival, bill of lading at­
tached, or sign note for same, with carrying charges added to the rate 
of 6. 

1\Ir. President, it is significant, and, of course, it is true, that 
these companies, though they differ in name, do not differ in 
their selling price. Farm products ha-re not ad\anced nor has 
production increased to any appreciable extent in the section 
from which I come. There is something like 1,000,000 tons of 
fertilizer used e-rery year, I belie-re, in my State. I should like 
to get the correct figures. I believe they are on this map, and 
I want to get them ju. t as they are. I believe some one has 
calculated it. He does not gi"Ve the number of tons, but he 
gi"Ves the amount ; $52,446,000 is paid annually for fertilizer in 
my State. This is about a 25 per cent increase on the price 
of the fertilizer, and that means a 25 per cent increase on 
$52,000,000. 

That increase is arbitrary. Who knows whether a raise of 
$6 a ton is justified or not? To whose interest is it to get $6 
additional? The interest of the manufacturer, of course; and 
if he can get it, and get it legitimately, of course he is going 
to get it. The only source of t.he nitrogenous ingredient is the 
same to them all, necessarily controlled, of course, by an 
aggregation of capital. Their prices are uniform, so there is 
no competition; and the man who buys it mu t either now 
abandon his farm and fail in a crop or be assessed $6 per ton 
additional for the privilege of making the food for the people 
and raising that out of which the clothing is made. Do you not 
belie\e that it is the duty of the Go-rernment to ascertain 
whether or not these prices are justified? 

Much has been said, here and elsewhere, about aiding the 
farmer. With the uni-rersality of education, both academic and 
real, I belie-re that the farmer has now entered upon a course 
which will make him better prepared than e-rer to sol-re his 
own problems. The facilities for communication and trans­
portation, the uni-rer al spread of knowledge and facts, have 
become as a-railable to the man in the sticks as to the man who 
walks the congested streets of our cities; and they are learn­
ing that cooperation, unified selling, gigantic combinations, are 
the logic of present-day affairs, and that they are ruined for­
e-rer if they do not oro-anize such combinations for themselves. 

We speak here about Government operation and Government 
control. Time was when it was not indicated~ A hundred 
year ago each man had his own freight train and his own 
passenger train-a horse and wagon or a horse and buggy-
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and he could manage it and manipulate it. It would ha'\"e been it is our duty to find out whether or not 100,000 tons may be 
absurd for the Government then to say, "We will take over produced, and produced at such a price as to relieve the agri­
all the horses and all the wagons and all the buggies and regu- cultural interests of this country? 
late the price that some man may incidentally charge for a The Jones proposition is simply one to delay final action 
stage-coach ride." The thing answered itself, because it was on the pa~t ?f the Senate for a year ; that i~, it provide that 
a distribution by natural forces of the means of transporta_ti~n the commisSion therein provided for shall make a report at 
and freight carriage. W!th the advent of the monopolistic the en~ of a year. I believe I would rather take my chance 
and imperial power of steam another problem arose. ~o man of commg back here and making a plea that the Government 
could have his own railroad. No man could have his own shall continue in case the commission does not so recommend 
passenger train and freight train. There had to be a combina- it, until it had developed and demonstrated and standardized 
tion of the public to patronize and of capital to construct Rll;d that for which we have spent thiB money. I belieTe it is my 
of the Government to see that justice was done under this duty to defeat any effort to sidetrack this propo ition now. 
monopoly. Mr. Pre ident, I desired to take the floor and put my position 

The Government had to take hold of the railroads after we clearly and unmistakably in the REco&n. I believe it is the 
had used them as purely private property for a period of more solemn duty of this body to provide· that the Government shall 
than 40 years. By the very nature of the imperial power carry on at Muscle Shoals until we have demonstrated what 
manife~ed by this monopoly-for it was a monopoly, and is can or can not be done. The Senator from New York JMr. 
to-day-the Government had to step in not to control it directly I Co~ELAND] yesterday rose in his place and read a very learned 
but to pass legislation intrusting to the Interstate Commer~e ar?cl~, or what purported to be a lea:n~ article, from certain 
Commis ion the power that controls in the interest of the public scientists, to the ~ffect. that the posSibilit;y of cheapening the 
this vast monopoly so es entia! to our civilization. process of e~acting rutro~en from th~ a1~ was all a dream. 

We did not need any law to determine the rate by which I never questiO?- any possi~illty ?f scientific development or 
animal carriage should go, because each man had his own. ~iscovery. ~ think the manifestations of the power of science 
The question of the fertilization of the soil had not arisen, m the domam of nat~al ?aus?s have ?O~e so far that :Q.O one 
because without small farms at the day of the passing of the may dare b~ome d?omatic. The radio 1s enough to answer 
Constitution each man could go and clear up virgin soil when any skeptics, if ~he all'plane and the su~marine are not. Surely 
the old soil was worn out. To-day the virgin soil has been we have been given ~e keys of the king~m so that we may 
exploited, and the question is one of maintaining the fertility ope_n whatever we desue to ?Pen, and we will find a p~oc~ss by 
of the soil putting back what you subtract in every crop; and which every o~ce of fertilizer we take out of the· soil m the 
from what source is it to come? form of .our gram and textile crops ~an be tak~n from the air 

The barnyard manure can not meet one one-hundredth part of that enriches them all and put back rnto the soil, and you and 
the necessity of modern agriculture. The rotation of crops I can not delegat.e that stupendous task to a corporation. 
can not meet it. If you were to attempt to rotate the crops in We have establiShed that plant, we have started on the road, 
th C tt B lt of the South the world would stand naked for and it i.s .our duty to carry on until we have demonstrated the 

e o o~ e . . possibilities there. I do not know that I would be adver e 
the neces_s1ty .of the !fCr.eage th_a~ h.a.d been diverted. You have to a leaging of the property after the Government had ascer­
to meet It With artificial fertl?zation ; an_d the limit .has not tained the full possibility of the Muscle Shoals proposition. 
yet be~n reached. as to the possible production of the ~oil .of the But let us not quit now, with the fractional part of 40,000 tons 
Atlantic seaboard and the Gulf States by th~ applicatio~ of being produced in an imperfect form. Let us not quit now 
fertll.i_zer. Yet, with this great problem mamfe ted as It is before the dam is built, and the hydroelectric power is hooked 
by th_ls letter that I have read and by t~e tremendous aggre- up with the manufacturing plant. Let us not quit until we 
gate rn my State alone of $52!000,000, eqmvalent to $52 .a bale have demonstrated whether or not the project may be carried 
for every bale of cott?n made m the State of South c.arolina, as on along the lines some of us fonilly believe may be uccessful. 
n;.~ch as one-hal~ o.f Its gross value when sold, here IS .a propo- Under the Jones amendment a commission would be ent 
sibon. n?t committing the Government to make the fertilizer but down there. I hope the commission may be wise enough to ap­
committlng the Government to the development of the process preciate the stupendous facts at issue for the Nation and for 
that will tel! the American people. w~ether or not th~s is a the people who feed the Nation, and that they will reco:ruize, 
source of relief and to what extel!t It 1s a. source of relief. as Colonel Cooper, the great engineer, recognized, that a private 
Ther~ are 8,~,000 tons of this essential product used an- corporation could not carry .that project on; that the thing is 

nually rn .America. At $20 a ton that a~?unts to $1,600!000,000 too big for private enterprise. The Government should go on 
of tax ~aJ.d upon the _people for ~e privilege <?f founding and and develop the project and meet the necessities of the case. 
supporting the American .popula~on. !et, . WI.th such a stu- For these reasons, 1\Ir. President, I shall vote against any 
pendous question confronting us, mvolvmg m It more for the restriction in the form of a lease or otherwise lookin<Y toward 
American people than the solution of the problems arising the time when the Government shall know wha't it haseto lease 
under the transportati?n act, involving more than th~ solution and I think I perhaps shall vote for the Jones proposition, ~ 
of the problems of national defense-the proper solution of an that it does at least hold out the hope that we will have another 
adequate fertilization of our soil-right on the very threshold day in court, rather than commit ourselves to this monstrous 
of our investigation we propose to turn over the answer to the proposition of quitting now. 
cry of the American farmer for an adequate supply of. fer- Mr. HARRIS. Mr. President, . ince the Muscle Shoals meas­
tilizer to the very people who to-day are manufacturing fer- ure has been before the Senate this session I have been sup­
tilizer and adding this $6 a ton to its price. We can not tell porting the Norris bill with the UcKellar and Smith amend­
who will be the les ee. It may be the members of this very ments requiring the manufacture of fertilizers for farmers 
organization. in times of peace. I do not think there is any compari-

I am not going to vote for any proposition for a Govern-· son between the provisions of the Underwood bill and the 
ment lease or a change of policy until the Government has Norris bill, so far as the interests of the Government 
done that which the original bill bound the Government to and the interests of the farmers are concerned. I be­
do, and settled the question whether or not an adequate sup- lieve the Government and the farmers would be far better off 
ply of this ingredient shall be developed and can be developed under the provisions of the Norris bill than under those of the 
and is developed at Muscle Shoals. I shall not vote for the Underwood bill. But the Muscle Shoals legislation which 
bill of the Senator from Alabama for the reason I have stated, Congress will enact will be written in conference by the Senate 
that it shuts the door now. If this bill is passed and this and House conferees. The conferees can write the Norris 
property is leased, that means 50 years of the present stage of proposal or any other provision into the bill, if we vote down 
the development of this thing--of course not of power. That the Jones amendment, as the Underwood sub titute provides 
has a universal market. They are not going to do the final for the Government's leasing or operating this property. I 
work necessary to develop the process by w~ich they can fur- shall vote against the Jones amendment, because it would 
nish fertilizer when the fertilizer people now have control of delay the matter for n year at least, perhaps longer, and would 
the market and can charge their price within anything like delay the manufacturing of fertilizers which the farmer~ so 
rea~on. But there is an almost unlimited demand for powel'. much need at reduced prices. The Underwood substitute re­
Therefore, as it is a simple, already developed and standard- quires the manufacture of fertilizers and sale direct to the 
ized proce-s, it means that the lessee will devote this plant t.o farmers at not exceeding 8 per cent profit just the same a the 
the production and distribution of power, and the other propo- :McKellar and Smith amendments to the Norris bill. The 
sition will be left aside. Jones amendment has no such provisions for the manufaetm·e 

I have listeJ;J.ed to the Senator from Alabama, 'fhO says th.q,t of fertilizers to help the farmers, and hi amendment, a: I 
'We should agree to his proposition because under it 40,000 tons said, would delay this at least a year, and perhaps several 
of nitrogen would be produced. Do not Senators consider that years. The Jones amendment authorizes the President to 
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appoint five men to study the question and report to Congress 
a year from now. 

l:nder the Underwood bill, as amended by the Senator from 
North Dakota [Mr. LADD], the President of the United States 
would have charge of the leasing of the property, and he could 
appoint five men or any other number to advise him in the 
matter, and there would be no delay. We could O'et action at 
one~. There are provisions of the Underwood bill I do not 
like, but it has been improved by amendments offered by sev­
eral Senators, and the Senator from Alabama has accepted 
several changes that have strengthened his measure. He 
accepted my amendment, which gives farmers preference in 
the sale of all fertilizers manufactured at the plant. For 
years we have been trying to secure legislation for 'the develop­
ment of :Muscle Shoals to make nitrates for munitions in time 
of war and make fertilizer in time of peace. I state frankly 
that I do not belieYe the next Congres , with many new Mem­
bers, will understand this measure as well as the pre~ent 
Congress or be as friendly to the development of Muscle Shoals, 
from the standpoint of the views of the farmers and people 
of my section, as is the present Congress, and for that reason 
and others I would like to have the present Congress settle 
the matter. We have already spent more than a hundred 
millions on this plant. Dam No. 2 will be completed before 
July 1, and something should be done before that time. 

I am glad to say that in the votes which have been cast on 
this measure of the men who have been fighting for the 
development of l\luscle Shoals since it has been before thi 
body the past several years have been voting the same way I 
have voted. Most of the Senators who have been by their votes 
and influence trying to kill this legislation for years have been 
voting on the other side. I am glad to have been with the 
orig:nal friends of the development of Muscle Shoals in the 
votes I have cast. 

I voted against the Jones amendment yesterday, and I shall 
yote against it to-day, as I am opposed to delaying this legisla­
tion. I hope tlle conferees without delay will agree on some 
bill which I can upport when their report is presented to the 
Senate and to the House. 

'1'he other day the Senator from Maryland [Mr. BRUCE] 
~ent out of his way to criticize me because I offered an amend­
ment which passed the Senate giving preference to the farmers 
in the sale of fertilizers manufactured as provided under the 
t"nderwood · substitute. Except for that amendment, the 
fertiliz·er companies could have bought every pound of fertilizer 
produced at Muscle Shoals, and it would have been of no help 
whatever to the farmers of our section. 

The Senator from Maryland has referred several times to the 
$75,000,000 invested by the people of his city in fertilizer 
plants, and I. think it is not becoming in him to criticize me 
for trying to help the farmers of my section, when he practi­
cally admits that the $75,000,000 inYested by his citizens is 
what is influencing him in opposing the manufacture of 
fertilizers at Muscle Shoals in times of peace. 

If the farmers of the section from which I come do not 
prosper the Senator's home city, Baltimore, would suffer more 
than any c-ity in the United States, because it gets its trade 
more directly from my section. 

t:nless the farmer's condition improyes, the South will suffer 
more than it ha already suffered. Many thou...;and farmers in 
my State have worked hard the past four year , and through no 
fault of their own have lost their farms. While conditions are 
better, they are very much worse than you would believe from 
what you see in the newspapers. Our farmers have not been 
making a living, though they have worked hard, and I intend 
to do what I can to help them at e-very opportunity, regardless 
of the criticism of the Senator from Maryland or anyone else. 

I hope, :Ur. President, that the conferee will agree on a bill 
which win be sntidactory to both Houses of Congress, and that 
under its provisions our Goyernment will be independent in 
time of war of any other country for nitrate,, which is abso­
lutely e sential for our national defense, and that in peace times 
fertilizers may be manufactured at ~Iu cle hoaLg and sold to 
the farmer at a much lower price than at pre ent. Our cot­
ton farmers under boll-weeYil conditions can not rai1-1e cotton at 
a profit unless they can get cheaper fertilizers. Congres:s ha.· 
helped the railroads by allowing higher freight and pa:-:sen~er 
rates; Congress has given the manufacturer large profits by 
increasing the tariff rates on the goods they manufacture-the 
farmer and his family must pay higher prices for eYerything 
they buy and higher freight rates on what he produces, but 
Congress has done nothing to help the farmer get better price 
or greater profits on what he produces. Now is our oppor­
tunity to dO justice to the farmer by having this Go>ernment 
plant at 1\Iuscle Shoals in peace times manufacture fertilizers 
an~ Gell to the farmers at a low price so that they may make a 

profit. This Government plant must be ready in time of war 
to furnish nitrates for the manufacture of munitions. 

1\Ir. CURTIS. :Ur. President, I suggest the absence of a 
quorum. 

The PRESIDENT pro tempore. .The Secretary will call tlie 
roll. 

The reading clerk called the roll, and the following Senat(lr~ 
answered to their names : 
Ashurst Ferris McCot·mick 
Ball Fess McKellar 
Bayard Fletcher McKinley 
Bingham George McLean 
Borah Gerry McXary 
Brookhart Gooding :Mayfield 
Bruce Greene Means 
Bur~um Hale Metcalf 
Butler llarreld Moses 
Cameron Han·is Neely 
Capper liarrison Norris 
Copeland Heflin . Oddie 
Couzens Howell Overman 
Cummins Johnson, Cali!. Owen 
Curtis J one , N. Mex. Pepper 
Dale Jone , Waflh. Phipps 
Dial Kendrick Pittman 
Dill Keyes Ralston 
Edge King RansdeU 
Ernst Ladd Reed, Pa. 
Fernald La Follette Sheppard 

Shtelds 
Ship tead 
Shortridge 
Simmons 
Smith 
Spencer 
Stanley 
Sterling 
Swanson 
Trammell 
Inderwood 
Wadsworth 
'Yalsh, :Mass. 
Walsh, Mont. 
Warren 
Watson 
Weller 
Willis 

1\Ir. RANSDELL. I wish to announce that my colleague 
[Mr. BRoussARD] is necessarily absent on account of illness. 

The PRESIDENT pro tempore. Eighty-one Senators having 
answered to their names, a quorum is present. The question 
is upon agreeing to the amendment in the nature of a sub­
titute proposed by the Senator from Washington [Mr. JoNES]. 

Upon that question the yeas and nays have been ordered, and 
the Clerk will call the roll. 

The reading clerk proceeded to call the roll. 
1\Ir. 1\IcLEA....~ (when his name was called). I transfer my 

pair with the junior Senator from "Virginia [Mr. GLASS] to 
the junior Senator from Louisiana [Mr. BROUSSARD], and vote 
"nay." 

1\Ir. MOSES (when his name was called). I have a general 
pair with the junior Senator from Louisiana [Mr. BRoussARD]. 
That Senator is ab ent, but I am informed that he would vote 
on this question as I intend to vote, and, therefore, I will vote. 
I vote "nay." 

lUr. SIDPSTEAD {when his name was called). I am paired 
with the senior Senator from Arkansas [:Mr. RoBINsox]. I 
transfer that pair to the junior Senator from :Uontana [1\Ir. 
WHEELER] and vote "yea." 

Mr. WALSH of Montana (when Mr. WHEELER's name was 
called). 1\Iy colleague, the junior Senator from Montana [1\Ir. 
WHEELER], is unavoidably absent. Were he present he would 
vote "yea." 

The roll call was concluded. 
l\Ir. McNARY. 1\Iy colleague, the junior Senator from 

Oregon [l\Ir. STANFIELD], is necesgarily ab ent. He is paired 
with the junior Senator from New Jersey [::\Ir. EDwARDs]. 
Were my colleague present he would vote "yea." Were the 
Senator from N'ew Jersey present he would vote "nay." 

1\lr. CURTIS. I was requested to announce that the junior 
Senator from South Dakota [:Ur. XoRBECK] is paired with the 
junior Senator from Arkansas [:Mr. CARAWAY]. If the junior 
Senator from South Dakota were present he would vote "yea." 
If the junior .Senator from Arkansas were present he would 
vote ·'nay." 

1\lr. LADD. ::\Iy colleague, the junior Senator from North 
Dakota [:llr. FRAZIER], is ab ent from the city on account of 
the death of his sister. 

l\Ir. SHIPSTEA.D. l\Iy colleague, the junior Senator from 
Minnesota [~Ir. JoHNSO.N], is paired with the junior Senator 
from Mississippi [:llr. STEPHENS]. If my colleague were pres­
ent, he would vote "yea." 

:i.\Ir. RANSDELL. l\Iy colleague, the junior Senator from 
Loui. iana [::\Ir. BRoussARD], is absent on account of sickne s. 

!Ir . .HARRISO:N. My colleague, the junior Senator from 
::\Ii ·sissippi [::Ur. STEPHENS], is paired with the junior Senator 
from ~Iinnesota [:\Ir. SHIPSTEAD]. If my colleague were pres­
ent he would vote ·'nay." 

The result was announced-yeas 38, nays 43, as follows: 

.Ashurst 
Borah 
Brookhart 
Capper 
Copeland 
Couzens 
Cummins 
Dill 
Rrnst 
Ferris 

YE..iS-38 
Goodin~ 
Harreld 
Howell 
John on, Calif. 
Jone , N. llex. 
JonPs, Wa h. 
La Follette 
McKellar 
1\IcNary 
Mayfield 

NE>ely 
Norris 
0Yerman 
Pepper 
Ralston 
nan~dl'll 
lleeil., Pa. 
~heppard 

Shipstead 
Shortridge 

Simmons 
Smith 
Sterling 
Trammell 
Wadsworth 
Walsh, Mass. 
Walsh, Mont. 
Weller 
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Ball 
Byard 
Blnglulm 
Bruce 
Bursum 
Butler 
Cameron 
~tis 
Dale 
Dial 
Edge 

N.AY!=I-43 
Femald K yes 
Fess King 
Fletcher Ladd 
George McCormick 
Gerry McKinley 
Greene McLean 
Hale .i\Ieans 
IInrri& Metealf 
Harri on Moses 
llefiin Oddie 
Kendrick Owen 

NOT VOTING-15 
Broussard li'razier Norbeck 
Caraway Glass Ret>d, Mo. 
Edwards Johnson, Minn. Robinson 
Elkins L2nroot Smoot 

Phipps 
Pittman 
Shields 
Spencer 
Stani(!y 
Swanson 
'C'nderwood 
W:ll'nn 
Wa on 
Willis 

Stanfield 
tephens 

Wheeler 

So the amendment of 1\lr. Jo~"Xs of Washington in the nature 
of a substitute was rejected. 

Mr . .~:fcKELLAR. 1\lr. President, I offer an amendment by 
way of a substitute which I ask may be read at the desk. 

The PRESIDENT pro tempore. The Chair inquires whether 
the substitute is essentially different from the substitute 
offered by the Senator from Washington [lU:r. JoNES]? 

Mr. McKELLAR. It differs in these particulars. In the 
fu·st place, it turns over to the President of the United States 
the powers carried in the so~called Jones amendment. In 
the next plate, it gives the President the power to negotiate 
the . ·ale or lease of the property, and when he has negotiated 
it to submit it snbject to the approval of the Congress. 

Mr. ll..ARRISON. Mr. President, may I a k the Senator a 
que·tion? 

Mr. McKELLAR. Certainly. 
Mr. HARRISOr". Do I correctly understand that the sub­

stitute vroposes to give to the President the power to sell the 
property? 

Mr. McKELLAR. To lease or sell, subject to the approval 
of Cougre s. 

lHr. HARRISO~. Doe it provide anything as to the regu­
lation of rate in the eyent that it should be leased or as to the 
consideration in the event it should be sold? 

Mr. M0KELLAR. It does not. I ask that the amendment 
be read. 

Mr. 1\.,.ARREN. May we have the amendment reacl? 
The PRESIDE.~.rT pro tempore. The Clerk will read the 

proposed substitute. 
The READING CLERK. In lieu o:f the amendment made as in 

the Committee of the ·whole insert : 
That the President of the United States b£', and he is hereby, au­

thorized and empowered to investigate and study the proposals and 
questions involHd in the use and disposition of the water-pow£'r re­
sources and property ·of the United States at and connected with 
:Muscle Shoals and to report to Congres on or betore the first Man­
day in December, 1925, his conclusions and recommendations for 
the u e or disposition of the same. The Pre ident ~ authorized and 
directed to use in the work herein authorize<! such employee of the 
War and Agricultural Departments as can be used advantageously, 
and may employ such additional assistants as may be neces~ary 
within the .limits of appropriations made for such purposes. The 
rresident may invite proposals for the lea e or purchase of such 
properties, or any part thereof, and accept the offer he deems best, 
subject to the approval of the Congress. The appropriation of $100,-
000 is hereby authorized for carrying out the purposes of thi act. 
Until legislation shall be' enacted providing otherwise, the President 
is authorized temporarily to dispose of the power developed at Mus­
cle Shoals from time to time upon such terms as he may deem wise, 
but no contract for the use of the power shall be made for a longer 
period than one year. No proposal for a lease of any of the property 
or resources involved herein for more than 50 years shall be con­
sidered. The production of an adequate supply of nitrates for war 
and fertlUzer purposes is hereby declared to be the primary purpose 
of the Muscle Shoals development, and sueh purpose shall be given 
full consideration in the report and recommendations made to Con­
gress hereunder. 

SEc. 2. The Secretary of War is hereby authorized to construct 
Dam No. 3 in the Tennes. River at Muscle Shoals. Ala., in accord­
ance with report submitted in House Document 1~6:?, Sixty-fourth 
Congress, first session: Prorid.ed, That the Secretary of War may in 
his discretion make such modifications in th plan prP ented in such 
report as be may deem atlvi:-able in the interest of power or naviga-
tion: Provitled ('urtller, That funds for the prosecution of this work 
may be allotted from appropriations heretofore or hereafter made by 
Congress for the jmprovement, preservation, and maintenance of 

rivers and harbors. 

Mr. McKELLAR. l\lr. President, it is the purpose of the 
substitute to turn the property over to the President of the 

United States unfettered by the restrictions that are proposed 
to . be placed on .him by the Underwood proposal. If we are 
gomg to tnrn this matter over to the Pre ident, we ought to 
give him a free hand. We ought to let him make the best 
trade po sible. For instance, I run informed to-day by a wit­
ness in another hearing not on this subject that the power at 
l\luscle Shoals is probably worth and can be financed on the 
basis of a value of .500 per horsepower. For the primary 
horsepower that is deveJ.opou at that plant that would make it 
worth somewhere in the ne:ig.b.borhood of 00 000 000. 

M~nifestly, if the power is worth $90,000,00(), 'we ought to 
recerre more than $1, 32,000 rent for it. The Pr"'shlent ought 
not ~o be ha~pered. If. we are going to turn the property over 
to him, we ought to tnrn it over to him and let him act. The 
Senator from Alab rna [Mr. UND:rnwoon] has rep atedly stated 
to-day that we ought to trust the President. If we are going 
to trust· the Preside-nt, let us trust him fully. Do not let u 
hamper him by putting restrictions in his way. Those restdc­
tion may preTent his making the: be-t lea~e of the property. 
Wily not turn it over to him ab olutely, freely, with the one 
propo al that he is to submit his action to Congre s after it 
shall have been taken? That would be a business-like way in 
which to handle this propasitlon. 

I hope th~t the amendment may be adopted and, if no other 
Senator desJres to speak, I ask for 'the yeas and nays upon it. 

'.llr. HEFLIN. lli. President, I make the point of order 
agninst the Senator's amendment that it is the Jones amend­
ment over again. It has been twice voted on by the Senate. 
The Jones amendment provided that the President should ap­
point a commi::;sion to do exactly what thi amendment now 
p-rovides for ; the commission was to report back to Congre.' 
and it was alsa gtren the power to lease or sell the plant 
This amendment proposes to do the very same thing. It is 
in substance, the Jones amendment over again. I therefo~ 
make the point of order agmnst the a.mendment. 

M.;. McKELLAR. l\lr. President, I take it thH.t no argu- ' 
ment is necessary on the point of order. The amendment is 
certainly not the same as the Jones amendment. 

The PRESIDEN'T pro tempore. The Chair at this stage of 
the proceedings intends to submit the point of order to the 
Senate. The Chair, howeve:r, is of the opinion that unles 
there is a substantial difference between the J one amendment 
and the one now offered by the Senntor from Tennessee the 
amendment is not in order. The Chair no longer cares to take 
the re ponsibility of deciding whether or not there is that Rub­
stantial difference_ 

:Mr. HEFLIN. Mr. Presit:lent, in order- to save time, I with­
draw the point of order. Let u ·vote: on the amendment. 

SEVERAL SEN~TORS. Vote! 
:Ur. McKELLAR. I ask fOT the yeas and na:ys on the amend­

ment. 
The yeas and nays were ordered, and the reading clerk pro-

ceeded to call the roll. · 
Mr. McLEAN (when hi name was called). Making the 

arne transfer of my pair as before, I vote " nay." 
lli. MOSES (when hi name wa called). Repeating the 

announcement which I made on the previous vote in refe1·en<.:e 
to my pair and its transfer, I vote "nay." 

Mr. SIDPSTEAD (when his name was called). :\laking the 
same announcement as before, in reference to the transfer of 
my parr, I vote •l yea." 

The roll call wa.c;; concluded. 
1\I.r. SHIPSTEAD. I desire to .rtttte that my colleague the 

junior Senator from Minne:ota [.Mr. JoHNsoN] is paired with 
the junior Senator from Missis ippi [l\Ir. STEPHENS]. If the 
Senator from Minnesota were pre ent, he would vote " yea,'' and 
the Senator from ::llississi:ppi would vote "nay." 

Mr. JONES of WashingtoJL I desire to state that the Sena­
tor from New York [Mr. W .ADSWORTH] is absent on official 
business.. I do not know how he would vote if he were pre ent. 

lli. HARRISON. As ha.s been stated by the senior Senator 
from Minnesota, my colleague [Mr. STEPHF .... "'S] has a general 
pair with the junior Senator :from Minnesota [~lr. JOJL~so. J. 
If my colleague were pre::;ent, he would vote " nay " and, as I 
understand, the Senator from Minnesota would vote " yea." 

The result was announced-yeas 29, nays 52, as follows: 

Ashurst 
Borah 
Brookbart 
Copelantl 
Couzens 
Dill 
Fe-rris 
Gooding 

YEAS-!!9 
Harreld 
Howell 
Johnson, Calif. 
Jones , ~. ~I ex. 
J'ones. Wash_ 
La Follette 
McKellur 
Mc..~ary 

Mnyiieid 
Net-I 
Norbeck 
X o.n:hl 
Ol"erman 
RalatCln 
Hnn. tlell 
Sheppard 

Ship tcud 
Simmons 
Wnlsh, Mas~. 
Walsh, Mont. 
Weller 
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Ball 
Bayard 
Bingham 
Bruce 
Bur urn 
Butler 
Cameron 
Capper 
Cummins 
Curtis 
Dale 
Dial 
Edge 

Ernst 
Fe. s 
Fletcher 
George 
Gerry 
Greene 
Hale 
Harris 
Harrison 
Heflin 
Kendrick 
Keyes 
King 

NAYS-52 
Ladd 
McCormick 
McKinley 
McLean 
Means 
Metcalf 
Moses 
Oddie 
Owen 
Pepper 
Phipps 
Pittman 
Reed, Pa. 

NOT VOT~G-15 
Broussard Fernald Lenroot 
Car a way Frazier Reed, Mo. 
Edwards Glass Robinson 
Elkins Johnson, Minn. Stanfield 

Shields 
Shortridge 
Smith 
Smoot 
Spencer 
Stanley 
Sterling 
Swanson 
Trammell 
Underwood 
Warren 
Watson 
Willis 

Stephens 
Wadswo-rth 
Wheeler 

So :\Ir. McKELLAR's amendment in the nature of a sUbstitute 
was rejected. · 

The PRESIDENT pro tempore. The question now is, Will 
the Senate concur in the amendment made as in Committee 
of the Whole as amended? 

The amendment as amended was concurred in. 
The PRESIDENT pro tempore. The bill is in the Senate and 

open to further amendment. If there be no further amend­
ment to be proposed in the Senate, the question is, Shall the 
amendment be engrossed and the bill read a third time? 

The amendment was ordered to be engrossed and the bill 
was read the third time. 

The PRESIDENT pro tempore. The question is, Shall the 
bill pass? · 

Mr. McKELLAR. On that I ask for the yeas and nays. 
The yeas and nays were ordered. 
.Mr. NORRIS. l\Ir. President, before the bill shall pass, I 

wish to say a few words. From the beginning it has been re­
peatedly argued by the Senator from Alabama [Mr. UNDER· 
wooD] and others favorable to his amendment that that meas­
ure was entirely a fertilizer proposition and that the commit· 
tee bill and later on the substitute offered by me were enti:rely 
power propositions. While that statement has been repeated 
many times, and I ha-ve taken occasion heretofore to deny it, I 
wi ·h in passing, because it has been repeated dozens of times 
since my denial, again most emphatically to deny that state­
ment. The bill as now amended and as we are soon to vote 
upon its final passage is less of a fertilizer proposition, at least 
from the standpoint of those who favor the Underwood pro­
posal originally, than it was in the beginning. As the Senator 
from North Carolina [Mr. SIMMONS] so ably pointed out this 
morning, there is practically no provision -in the bill as it is 
n()W before us for investigations and experimentations with a 
view of cheapening the cost of fertilizer. That is paTticularly 
true if a lessee shall take over the property under the bill 

All the evidence that has been taken by the Agricultural 
Committee from scientific men and others with practical e.x­
periEmce and knowledge has demonstrated, without any con­
tradiction, that the process for the extraction from the air 
or from the earth or from rock of the ingredients of fertilizer 
and for the mixing and making of a practical fertilizer after­
wards is, as one Senator has heretofore put it, in its incipiency. 
While men of great ability haYe studied the question for many 
years in all parts of the world, it has never been so diligently 
studied and so laboriously worked upon as since the Great 
War, when the importance of the fertilizer question was made 
so manifest to all ci-vilization. All the experts agree that the 
tendency of the times in developing processes to impro-ve and 
cheapen the cost of the extraction, for instance, of nitrogen 
from the atmosphere is toward the utilization of less and less 
power, :md all the studies and experiments which have been 
made have brought forth the knowledge that after the improve­
ments are made less power is x·equired than previously. So 
scientific men practically agree that, so far as the fertilizer 
proposition i: concerned, in the extraction of nitrogen from the 
air as the proc:e s may be and probably will be improved in 
the future the question of power will be almost entirely elimi­
nated. 

:Mr. President, the bill as it now is framed has no provision 
for study, for inve tigation, for experimentation. The bill 
reported by the committee had the mo t complete and extensive 
provisions for experimentation and for investigation on a large 
scale that have ever been attempted in the civilized world. I 
make that statement advisedly and without any fear of suc­
ce sful contradiction. It did take into consideration however 
a fact that we believed to be true from the evidence' and that 
was that at the present tin1e, with all the knowledge ~f science 
it is necessary tl1at improved and cheaper methods be devised 
and invented for the. extraction of nitrogen from the air and 
the extraction of the other ingredients of fertilizer from rock 

and from earth ; that we must improve and cheapen those 
processes before we can expect to reduce the cost of fertilize£ 
to the farmer. We must likewise cheapen the method of mix­
ing fertilizer after we have the ingredients extracted, and that 
is one of the most important problems of all. That of itself 
would reduce the cost of fertilizer to the farmer a third. The 
committee bill and the substitute afterwards offered by me 
recognized that fact, because we believed it to be true. We did 
not want to practice any deception upon tne country. We 
wanted to make no promise that was untrue. 

Originally the Underwood bill provided that fertilizer having 
a nitrate ingredient of 40r000 tons per annum must be pr<r 
dnced. As the bill now st~nds, it has no such provision in it. 
I did not think: that was wise; I argued all the time that that 
was unfair; but, at least,. if you want to make cheap fertilizer 
you must recognize the fact that we do not know how and we 
ought to learn how. We ought to experiment,. we ought to pr<r 
vide for experiment, in order that we can produce it. The 
pr~sent bill does not do it. It will be a disappointment, in my 
opinion, Ther~o:re it reduces itself ,to a power proposition. 

Moreover, the present blll provides for the building of Dam 
No. 3. We have not yet done -anything with that dam except 
to make borings and surveys. We have not even acquired any 
of the land that is going to be overflowed. We have not been 
to any expense except as I have noted. This bill provides for 
the building of Dam No.3,. but it nowhere makes any provision 
as to what shall be done with Dam No. 3 when it is built. 
There is no provision that it shall be operated by the Govern­
ment; that it shall be leased; or that anything shall be done 
with it. It makes no TIJ.rther provision for the development ot 
the Tennessee River. 
If this is a fertilizer proposition, then in the name of God 

why do you put Dam No. 8 in it? Because Dam No. 2 and the 
steam plant there will produce more power than will be re. 
quired to produce 40,000 tons of nitrogen per annum. So, as 
far as the fertilizer proposition is concerned, you have no 
more use for Dam No.3 than a wagon has for a fifth wheeL 

I only wanted to show that after all this talk about being 
a fertilizer proposition is a camon.fl.age pure and simple. It is 
a power proposition. It does not go after the power in any 
scientific way. The way to get cheap power at :Muscle Shoals 
or any other stream, particularly in the South, where there is 
a great difference between high and low water, is to develop a 
stream as a whole, to build the dams where they ought to be 
built, to build storage dams, and to take the whole stream as 
one proposition. That is what the committee bill did. That 
is what the bill did which I offered as a substitute, so that we 
would have converted secondary power at Dam No. 2 and Dam 
No. 3 into primary power. It would have been a scientific 
development of the Tennessee River and all its tributaries. 
But the people of the South, or some of them at least, did not 
want it. Neither of the Senators from Alabama wanted it, 
and the Senate has acted in accordance with their wish. 

1\!r. President, I wanted to make these observations before 
the matter closed, because the Committee on Agriculture and 
Forestry, starting in three years ago, have devoted a great 
deal of time to this question. I said at the beginning of this 
debate that we did not seek the job. Personally, I did not 
want it. I was afraid it would be a thankless task. I was 
afraid that those who were going to get the most benefit of 
it, under the peculiar conditions that it seemed to me existed 
then, were going to be the ones to condemn any honest ancl 
fair investigation unless we reached the conclusion that they 
were right. 

1\lr. President, if Dam No. 3 is not necessary for fertilizer, 
and this is solely a fertilizer propo ition-and those who advo­
cate it say that that is all there is in it-then Dam Ko. 3 
ought to be out of this bill, in all honesty. Dam No. 3 is going 
to cost $25,000,000 of the taxpayers' money. It will come from 
the Dalrotas, it will come from California, it will come from 
Idaho and Michigan and Nebraska, and from all over the 
country. Our people will contribute to it, and what are we 
going to do with it? 

Mr. President, I think you have tll.rown Dam No. 2 into the 
lap of the General Electric Co. You haYe thrown that great 
dam and all its value oYer into the hands of the Power Trust ; 
and, manifestly, when Dam No. 3 is built right down there in 
that vicinity the pe.rson who has Dam No. 2 ought to have Dam 
No. 3, and that is going to be the next move. We are going to 
build it with public funds, we are going to tax our people to 
build it; and then we shall be a~ ked, when it is built, to turn 
it over, the same as we have already turned over Dam No. 2. 

If the Electric Trust or any of its subsidiaries or any other 
corpox·ation or any otber individual is going to get the benefit 
of Dam No. 3, then for God·s sake let them put up the money 

-
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to build it, and not ask the taxpayers to do it. It is not a 
question of Alabama alone; it is a question of the entire coun­
try. I should be glad, 1\Ir. President, as we provided in the 
llill that I introduced and that the committee reported, to have 
u ~ pay for the building of Dam No. 3 out of the public funds 
if it would be used for the public ; but I am opposed to going 
into the Treasury of the United States and spending millions 
and millions of the taxpayer. ' money and turning it over to 
private intere t . We do not do that anywhere else; we do 
not do that in the general dam act. Why should we do it 
here? 

l\Ir. President, so far as my personal efforts were concerned, 
I wa and am very much opposed to the Underwood bilL I say 
that with the greatest of re pect for all those who are behind 
it on both side of the Chamber. I realize that the Under­
wood bill could not have passed if it had not been for some 
un. een power over here that changed 10 Republican votes since 
y~l:erday. I wa told a half hour before the vote was taken 
the exact number of vote that were going to be changed. I 
checked them up. and foq.nd that my information was abso­
lutely right. I reached the conclusion, after my study of the 
que. tion-and if I was prejudiced anywhere I was unconscious 
of it-that the Government ought to keep this property; that 
we ha<l spent so much of the taxpayers' money there that we 
ought to utilize it for the benefit of the people. While I real­
jzed that the people of the South were going to get the greatest 
be:pefit of all, I had no objection to that I thought we ought 
to see what we could do about cheapening fertilizer to agricul­
ture; and in all the bills that have ever been propo ed in Con­
gre. s. in this country or any other, there never was another 
one that provided for as much and as extensive a method of 
trying to cheapen fertilizer to agriculture a did the committee 
bill. 

I realize, .Mr. President, that we are defeated. Personally, 
I feel it very sincerely and deeply. I am not sorry, however, 
that I made the effort, weak as it was. It seems to me, how­
ever, that I have devoted two or three years of my life to almo t 
continual labor for an un elfish purpose, and that either I have 
been a failure all the way through, or the efforts that I have 
}mt forth. humble as they were, have not been appreciated. I 
choose to think that the former proposition is right. 

I do not find fault with the Senator from Alabama because 
he had to get and did get Republican votes to put his bill 
through, and that he could not put it through without the 
backing of the administration. I offer no critid .. m of that. He 
was perfectly justified, as far as I know, in e\ery step that he 
has taken ; but he has a bill which, in my humble opinion, 
will pro\e to be a disappointment to future generations. I 
think we are ginng away in this bill \aluable as ets that belong 
to millions of unborn citir.ens. We are setting a preredent 
here of u ing the money of the taxpayers to build up valuable 
11roperties and turn them over not only to pri\ate interests, 
hnt, a I belie\e will be the outcome, to some one connected 
with the great Electric Trust; and it is not nece ·sary to criticize 
anybody when I say that is what I belie,e, becau e in carrying 
out the provisions of this bill I do not know where any one 
would go to clrop this great prize unless he dropped it in the 
lap of the Power Trust. Any ordinary indi\idual who under­
took to finance it would not get to first base unle ~s he surren­
dered to the trust to get the money. 

So I felt that before we Yoted finally on this proposition I 
wanted to call attention, modestly and briefly, to the fact that 
the bill we are now pas ing is a power bill. There will be no 
fertilizer produced under it. It is a power bill, and it does not 
£1Helop the power cientifically or economically. It picks 
out of a great sy tern, capable of producing more than a million 
horsepower, two places without making any provision for the 
conver ion of econclary power into primary power, one of the 
secrets of succes in the hydroelectric world. It does nothing 
~cientifically. We ne\er will ha\e power developed there as 
eheaply as we ought to have or would haYe if we properly 
developed the Tenne see River. _It claims to he entirely a 
fertilizer proposition, and ret, a suming that to be true, it has 
in it prori ion for building Dam No. 3, which will cost 
$25,000,000, out of the taxpayers' money, without making any 
prod ~ion in this bill as to what shall be done with it when it 
i::; fini ·hed. 

To my- mind, without criticising anybody for his dew, I 
can not concei,·e of a much worse disposition of Muscle Shoals 
tllan that we are about to make. I hope I may be wrong. 
Perhaps I am overzealon in the matter, and I may be over­
eHtimating the damage to the country which I think will ac­
crue from this disposition. I could not have voted for the 
Jone amendment as a substitute for the Underwood amend-

ment if I had not thought that the Underwood bill was as 
bad as it could be made, because I have no sympathy for the 
Jones proposal. As far as I am concerned, I would vote for 
the Jones amendment if it stood alone, and I could only bring 
myself to vote for it-and it was after some hesitation that 
I did vote for it-because I felt it was a choice between two 
erus. There was not much difference between the two. One 
thing which ga\e me some hope was that in the next session 
Congress would have another opportunity to take the matter 
up, and it might be that in the meantime the great public 
would crystallize its sentiment in such a way and in such 
form that no Congress would dare to take the resources of 
our Government and throw them into the lap of monopoly. 

The PRESIDENT pro tempore. The quesion is as to 
whether or not the bill shall pass. ~'he yeas and nays have 
been ordered, and the Secretary will call the roll. 

The reading clerk proceeded to call the roll. 
Ur. SHIPSTEAD (when the name of 1\fr. ,JoHNSO~ of Min- . 

ne ota was called). My colleague [Mr. JoHNSON] is paired , 
with the junior Senator from Mississippi [Mr. STEPHENS]. 1 

If my colleague were here and not paired, he would vote 
" nay " on the passage of the bill. 

Mr. l\IcLE1A.1~ (when his name was called). Making the 
same announcement of my pair and its transfer as before, I \ote 
"yea." 

Mr. MOSES (when his name was called). Making the 
same announcement regarding my pair and its transfer as on 
the prior \Ote, I vote "yea." 

Mr. SHIPSTEAD (when his name was called). I have a 
pair with the senior Senator from .Arkansas [Mr. RoBIXSON], 
which I transfer to the junior Senator from Montana [Mr. 
·waEELER], and vote "nay." 

Ur. HARRISON (when 1\Ir. STEPHENS' name was called). 
My colleague [Mr. STEPHENS] has a pair on this question with 
the junior Senator from Minnesota [Mr. SHIPSTEAD]. If my 
colleague were present, he would vote "yea." 

The roll call was concluded. 
Mr. KI~G. Upon this vote I have a pair with the junior 

Senator fi·om New Jersey [1\Ir. EDWARDS]. Not knowing how 
he would \Ote, I am compelled to withhold my vote. If permit­
ted to vote, I would vote "nay." 

~Ir. W ALSR of 1\Iontana. I again announce the unavoid­
able ab ence of my colleague [l\Ir. WHEELER]. If present, lle 
would \Ote "nay." 

l\!r. ·wALSH of 1\Iassachusetts. The junior Senator from 
Xew York [Mr. CoPELAND] is unavoidably absent. If present, 
he would vote "nay." 

Mr. LADD. "My colleague [lfr. FRAZIER] is absent from the 
city. If he were present, he would vote "nay." 

'l'he result was announced-yeas 50, nays 30, as follows : 

nail 
Baynrd 
Bingham 
Bruce 
Hur.' um 
nutler 
Cameron 
Curtis 
Dale 
Dinl 
Edge 
Ernst 
Fernald 

Ashu1·st 
Borah 
Brookhart 
Capper 
Couzens 
Cummins 
Dill 
Ferris 

Fess 
Fletcher 
George 
Gerry 
Greene 
Hale 
Harris 
Harrison 
Ticflin 
Kendrick 
Keyes 
I~ add 
llcCormick 

YEA.S-50 
McKinley 
UcLc:m 
Means 
Metcalf 
Mo~cs 
Oddie 
Owen 
Pepper 
Phipps 
l'ittman 
need, Pa. 
Shieltls 
Shorh·idge 

NATS-30 
Gooding McNary 
Harreld Mayfield 
Howell Neely 
Johnson, Calif. Norris 
. Tones, N.Mex. Overman 
Jones, "\\ae.:h. Halston 
La Follette Ransdell 
McKellar Sheppard 

NOT VOTING-16 

Rroussartl Blldns King 
Cat·away 1!"'razier J.enroot 
Copeland Glass Norbeck 
Edwards John on, Minn. Hee<J, Mo. 

Smoot 
Spencer 
Stanley 
Sterling 
•.rrammell 
Uncl<.'rwood 
Wadsworth 
Warren 
'Yatson 
Wt>ller 
\Villis 

Shlpstcad 
Simmons 
Smith 
Swanson 
Walsh, Mass . 
Walsh, l\iont. 

Rol>in . on 
Stanfield 
Rtephens 
Wheeler 

So the hill was passed. 
Mr. UNDERWOOD. Mr. President, the title of the bill as it 

came from the House is not applicable to the bill a it has 
pa ~eel the Senate, and I move that the title be amended to read 
as I . end it to the desk. 

On motion of )Ir. UNDERwoon, the title was amended so as to 
read : '·.A. bill to provide for the national defense, for the pro­
duction and manufacture of fixed nitrogen, commercial ferti­
lizer, and other useful products, and for other purposes." 
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Tlle bill as passed is as follows : 
Be it enacted, etc., That the United States nitration fixation plants 

Nos. 1 and 2, located, respectivE>ly, at Sheffield, Ala., and Muscle Shoals, 
Ala., together \vill all real estate and buildings used in connection 
therewith; all tools, machinery, equipment, acces ories, and materials 
thereunto belonging; all laboratories and plants used as anxillaries 
thereto, the Waco limestone quarry in Alabama, and any others used as 
auxiliaries of said nitrogen plants Nos. 1 and 2; also Dam No. 2 locs.ted 
in the Tennessee River at Muscle Shoals, its power house, its auxiliary 
steam plants, and all of its hydroelectric and operating appurtenances, 
together with all machines, lands, and buildings now owned or here­
after acquired in connection therewith, are hereby dedicated and set 
apal't to be used fol' national defense in time of war and for the pro­
duction of fertilizers and other useful products in time of peace. 

SEc. 2. Whenever, in the na tiona! defense, the United States shall 
require all or any part of the operating fncilitles and properties or 
renewals and additions thereto, described and enumerated in the fore­
going paragraph of this act, for the production of materials necessary 
1n the manufacture of explosives or other war materials, then the 
United States shall have the immediate right, upon five days' notice to 
an.v person or {>{'rsonf:l, corporation, or agent, in possession of, con­
trolling, or operating said property under any claim of title what­
soever, to take over and operate the same in whole or in part to­
gether with the use of all patented processes which the United States 
may need in the operation of said property for national defense. 

The foregoing clauses shall not be construed as modified, amended, or 
repealed by any of the subsequent sections or paragraphs of this act, or 
by indirection of any other act. 

SEc. 3. In order that the United States may have at all times an 
adequate supply of nitrogen for the manufacture of powder and other 
explosives, whether said property is operated and controlled directly 
by the Government or its agents, lessees, or assigns, under any and all 
circumstances at least 10,000 tons the third year, 20,000 tons the fourth 
year, 30,000 tons the fifth year, a.nd thereafter 40,000 tons of fixed 
nitrogen must be produced annually on and with said property, and no 
lease, transfer, or assignment of said property shall be legal or bind­
ing on the United States unless such adequate annual production of 
fixed nitrogen is guaranteed in such lease, tran.afer, or assignment. 

SEc. 4. Since the production and manufacture of commercial ferti­
lizers is the largest consumer of fixed nitrogen in time of pea.ee, 
and its manufacture, sale, and distribution to farmers and other users, 
at fair prices and without excessive profits, in large quantities· through­
out the country is only second in importance to the national defense 
in time of war, the production of fixed nitrogen as provided for in this 
act shall be used, when not required for national defense, 1n the 
manufacture of commercial fertilizers . In order that the experiments 
heretofore ordered made may have a practical demonstration, and to 
carry out the purposes of this act, the less-ee or the corporation shall 
manufacture nitrogen and other commercial fertilizers, mixed or un­
mixed, and with or without filler, according to demand, on the prop­
erty hereinbefore enumerated, or at such other plant or plants near 
thereto as it may construct. using the most economic source of 
power available, with an annual production of these fertilizers that 
shall contain fixed nitrogen of at least 10,000 tons the third year, 
20,000 tons the fourth year, 30,00(} tons the fifth year, and 40,000 
tonS' the sixth year: Pro'~Aded, That if after due tests, and the pra.:­
tical demonstration of six years herein provided for, it is demon­
strated to the satisfaction of the lessee or the corporation that nitrates 
can not be manufactured by it without loss, the lessee or the corpora· 
tion shall cease such manufacture and shall report to the Congress all 
pertinent facts with rPspect to such costs with its recommendation f{)r 
such action as the Congress may deem advisable. 

The farmers and other USE>rs of fertilizer shall be supplied with 
fertilizers at prices which shall not exceed 1 per cent above the cost 
of production. 

SEC. 5. That the President is hereby authorized and empowered to 
lease the properties, either separately or as a whole, enumerated under 
section 1 of this act, with proper guaranties for the performance or 
the terms of the lease, for a period not to exceed 50 years : Providett, 
That s-aid lease shall be made only to an American citizen, or citizens, 
or to an American-owned, officered, and controlled corporation; and, 
if leased, in the event at any time the ownership in fact or the control 
of such corporation should directly or indirectly come into the hands 
of an alien or aliens, or into the bands of an alien-owned or controlled 
corporation or organization, then said lease shall at once terminate and 
the properties be restored to the United States. The Attorney General 
of the United States ls given full power and authority, and it ts 
hereby made his duty to proceed at once in the courts for cancella­
tion of said lease in the event s:a roperties are found to be allen 
owned or controlled and are not voluntarily restored. The le see 
being required and obligated to carry out in the production of nitrogen 
and the manufacture and sale of commercial fertilizer the purpos~s 
and terms enumerated in sections 1, 2, 3, and 4 of this act, and 
such other terms not inconsistent therewith as may be agreed to ln 
the lease contract. The lessee shall pay an annual rental for the use 

of said property an amount that shall not be less than 4 per cent on 
the total sum of money expended in the building and construction of 
Dam No. 2 at Muscle Shoals and the purchase and emplacement of 
all works and machinery built or installed in connection therewith for 
the production of hydroelectric power : Provided, That in addition to 
the annual rental herein stipulated, the le~see shall set up and main­
tain an adequate res-erve as fixed in the lease for depreciation, upon 
which the United States shall have a prior lien, in connection with the 
following properties, to wit : (1} Dam No. 2 and power equipment ; 
(2} the steam-electric plants at nitrate plants No. 1 and No. 2; 
and (3} nitrate plant No. 2. Such reserve for depreciation shall 
at all times be of such an amount that when added to the 
physical value of such property at any time shall a.t least equal 
the appraised value thereof when turned over to the lessee : Pro-
1;ided further, That in case of nitrate plant No. 1, excluding power 
plant, the value thereof &hall be appraised at the time said property 
1s turned over to the lessee and provision made in lease for the 
lessee's accounting for the value of such property at the termination 
of lease. The lease shall also provide the terms and conditions under 
which the lessee may sell and dispose of the surplus electric power 
created at said plants. The lease shall also provide for the protection 
of navigation at said Dam No.2 and the operation of the locks connected 
therewith. The lease contemplated in this section shall be made with 
the understanding that the United States shall complete and have 
ready for operation Dam No. 2 and the locks connected therewith, 
together with the plant& and machinery for the production of electric 
power, and that after the lease is entered into the lessee shall main­
tain the property covered by the lease 1n good repair and working 
condition for the term of the contract. 

Time shall be made of the essence of the contract herein provided 
for, and failure on the part of the lessee to comply with the terms 
of said contract shall render the same terminable at the option of the 
United States, provided that written notice of the exercise of such 
opti1>n shall be served upon the lessee at any time within one year 
following any breach of said contract. Whereupon the property cov­
ered by said lease shall be turned over, without expense, to the United 
States upon demand, and said lessee shall be liable for any damage 
sustained by the United States as a consequence o! said lease and tha 
acts of said lessee. 

SEC. 6. In the event the President is unable to make a lease" under 
the terms of the power herein granted to him before the 1st day of 
September, 1925, then the United States shall maintain and operate 
said properties described in section 1, in compliance with the terms 
and conditions set forth in sections 1, 2, 3, and 4 of this act, and under 
the power and authority prescribed and granted in the following sec­
tions of this act: 

SEc. 7. That the President is hereby authorized and empowered to 
designate any five persons to act as an organization committee for the 
purpose of organizing a corporation under authority of and for the 
purposes enumerated in this act. 

ORGA-"UZATION 

The persons so designated shall, under their seals, make an organi­
zation certificate which shall specifically state the name of the cor­
poration to be organized; the place in which it principal office is 
to be located, the amount of capital stock, and the number of shares 
into which the same is divided, and the fact that the certificate ls 
made to enable the corporation formed to avail itself of the advantages 
of this act. The name of the corporation shall be the Muscle Shoals 
Corporation. 

The said organization certificate shall be acknowledged before a 
judge of some court of record or notary public and shall be, together 
with acknowledgment thereof, authenticated by the seal of such 
notary or court, transmitted to the President, who shall file, record, 
and carefully preserre the same in his office. Upon the filing of such 
certificate with the President, as aforesaid, the said corporation shall 
become a body corporate and as such and 1n the name of Muscle 
Shoals Corporation have powE>r-

First, to adopt and use a corporate seal ; . 
Second, to have SUC«!Ssion for a period of 50 years from its organi­

zation, unless it is sooner dissolved by an act of Congress or unless 
its franchise becomes forfeited by some violation of law; 

Third, to make contracts, and no such contract shall extend beyond 
the period of the life of the corporation; 

Fourth, to sue and be sued, complain, and defend in any court of 
law or equity ; 

Fifth, to appoint by its board of directors such officers and 
employees as are not otherwise provided for· in this act, to define 
their duties, to fix their salaries, in its Uiscretion to require bonds 
of any of them, and to fix the penalty thereof, and to dismiss at 
pleasure any of such officers or employees ; 

Sixth, to prescribe by its board of directors by-laws not incon­
sistent with law regulating the manner in which its general busjness 
may be conducted and the privileges granted to it by law may be 
exercised and enjoyed ; 
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Seventh, to exercise by its board of directors or duly authorized 
officers or agents all powers specifically granted by the provisions of 
this act and such incidental powers as shall be nece sary to carry on 
the busine s for which it is incorporated within the limitations pre­
scribed by this act; but such corporation shall transact no business, 

· except such as is incidental and necessary preliminary to its organi­
. zation, until it has been authorized by the President to commence 
busin ss under the provisions of this act. 

The corporation shall be conducted under the supervision and con­
trol of a board of director , consisting of five member , to be selected 
by the President. The directors so appointed shall hold office at the 
pleasure of the President. The President shall designate a chairman 
of the board, who hall have power to designate one of the others ns 
vice chairman. The vice chairman shall perform the duties of chair­
man in the absence of the chairman. Not more than two of such 
directors shall be appointed from officers in the War Department. 

The board of directors shall perform the duties usually appertaining 
to the office of directors of private corporations and such other duties 
a · are prescribed by law. 

POWERS OF THE CORPORATIQ)O 

The corporation shall have power-
(a) To purchase, acquire, operate, and develop in the manner pre­

scribed by this act and subject to the limitations and restrictions 
thereof the following properties owned by the l.?nitecl States : 

1. l.?nited States nitrate-fixation plants Nos. 1 and 2, located, re­
spectively, at Sheffield, Ala., and Muscle Shoals, .Ala., together with 
(a) all real estate used in connection therewith; (b) all tools, ma­
chinery, equipment, acces ories, and materials thereunto belonging; 
(c) all laboratories and plants used as auxiliaries thereto, the Waco 
lime tone quarry in Alabama, Dam No. 2, at Muscle Shoal , and the 
hydroelectric-power plant connected therewith, together with the steam 
plants used as auxiliaries of the l.?nited States fixed-nitrogen plants 
Nos. 1 and 2, together with all other property described in section 1 
of this act. 

2. 'l'o construct, purcba e, maintain, and operate all such buildings 
plants, and machinery as may be necessary for the production, ma~u: 
facture, sale, and distribution of fixed nitrogen and other forms of 
commercial fertilizer. 

3. ~ny other plants or parts of plant, equipment, accessories, or 
other properties belonging to the D'nited State , which are under the 
direct control of the President or of the War Department, and which 
the President may .deem it advisable to tran fer, convey, or deliver 
to said corp<>ration for use in connection with any of the purposes of 
this act or for any purpose incidental thereto. 

(b) To acquire, establish, maintain, and operate such other labora­
tories and experimental plants as may be deemed necessary or ad­
visable to assist it in furnishing to the T.:'nited States Government and 
others, at all times, nitrogen products for military or other purposes 
in the most economical manner and of the highest standard of 
efficiency. 

(c) To sell to the United States such nitrogen products as may be 
manufactured by said corporation for military or other purposes. 

(d) To sell any or all of its products not required by the United 
States to producers or users of fertilizers or to others: Provided, 
That in the sale of such products not required by the United States 
Government preference shall be given to those persons engaged m 
agriculture: Pro~:ided turthe1·, That if such pro(}ucts are sold to others 
than users of fertilizers the corporation shall require as a condition 
of such sale the consent of the purchaser to the regulation by the cor­
poration of the prices to be charged users for the products so pur­
chased or any product of which the products purchased from the cor­
poration shall form an ingredient. 

(e) The operation of the hydroelectric-power plant and steam-power 
plants at Muscle Shoals and the use and sale of the electric power to 
be developed therefrom that is not required to carry out the terms 
imposed by sections 1, 2, 3, and 4 of this act. 

(f) To enter into such agreements and reciprocal relations with 
others a may be deemed necessar·y or desirable to facilitate the pro­
duction and sale of nitrogen products on the most scientific and eco­
nomic basis. 

(g) To purchase, lease, or otherwise acquire United States or for­
eign patents and processes or the right to use such patents or 
processes. 

(b) To obtain from the D'nited States or from foreign govern­
ments patents for dl coveries or inventions of its officers or employees 
as a condition of their employment to enter into agreements with 
the company that the patents for all such discoveries or inventions 
shall be and become in whole or in part the property of the cor­
poration. 

(i) To asl"ume any or all obligations of the United States entered 
into in eonnection with the construction, maintenance, and operation 
of the plants to be transferred to the corporation under the pro­
Yi ions of this act. 

(j) To deposit its funds in any Federal reserve bank, or with any 
member bank of the Federal reserve system. 

(k) To sell and export any of its surplus products not purchased 
by the United States or by persons, firms, or corporations within the 
United Stutes. 

(1) To invest any surplus of aTailable funds not immediately used 
for the operation, construction, or maintenance of its plants or prop­
erties in United States bonds or other securities issued by the United 
States. 

(m) To lf'ase or purchase such buildings or properties as may be 
deemed necessary or ad>isable for the administration of the affairs 
of the corporation or for carrying out the purposes of this act; and 
with the approval of the President to lea. e to other persons, firms, 
Ol' corporations, or to enter into agreements with others for the 
opera tlon of such properties not used or needed for the purposes 
named herein. In the operation, maintenance, and development of 
the plants purchased or acquired under this act the corporation shall 
be free from the limitations or restrictions impo ed by the act of 
June 3, 191G, and shall be subject only to the limitations and re­
strictions of this act. 

CaPITAL STOCK .~"iD BONDS 

The capital stock of the corporation shall consist of 100 shares 
of common stock of no par >alue. The corporation shall also il:;sue 
an amount of 20-yenr bonds bearing interest at the rate of 5 per 
cent per annum, which shall be a first lien on the property of the 
corporation and in an amount not to exceed $50,000,000, to be old 
from time to time as needed to carry out the purpose of this act : 
Pt·ot·ided, That the principal anti interest of said bonds shall be paid 
by the Secretary of the Treasury out of funds in the Treasury not 
otherwise appropriated upon default at any time in payment as herein 
provided by the corporation. The terms for the sale of said bonds 
shall be appro>ed by the President. If at the end of any fiscal year 
after the eighth year after the commencement of business, as author­
ized by the Secretary of War, the corporation shall not have earned 
net sums sufficient to meet the interel't on said bonds as evidencetl 
by audits of the accounts of said corporation by the President, the 
corporation shall forthwith cease operations and shall not resume 
until authorized so to do by the Congress. 

In exchange for the properties purchased or acquired from th~ 

'['nited States and from time to time transferred, conveyed, or de­
livered to the corporation by the Pre~id<'nt or the Secretary of War, 
and for all unexpended balances now under the control of the Secre­
tary of War and applicable to the nitrate plants at or near Muscle 
Shoals, Ala., the corporation shall cause to be executed and delivered to 
the President a certificate for all of the common stock of the corpora­
tion. The certificate shall be eYideuce of the ownership by the United 
States of all . tocks of the corporation. 

In con ideration of the issuance of such common stock to the Presl· 
dent, the President is authorized and empowered to tmnsfer, convey, 
and deliver to the corporation all of the real estate, buildings, tools, 
equipment, supplies, and oth<'r proper·ties, belonging to, used by, or 
appertaining to the plants and properties to be acquired by the cor­
poration under the terms of this act, and to transfer, convey, and 
deli\·er as and when be may deem it addsable any other equipment, 
accessories, plants. or parts of plants, or other property referred to in 
this act, and which the corporation is authorized to acquire or pur­
chase from the United States under its provisions. 

DISTRIBUTIO~ OF EAR~IXGS 

All net earnings of the corporation not requil·ed for it organiza­
tion, operation, and development shall be used-

(a) To pay interest on the bonds and create o. fund for their pay­
ment; 

(b) To develop and improve its plants and equipment; 
(c) To create a reserve or ·urplus fund until such fund amounts to 

$2,500,000; 
(d) The remainder to be paid as dividends on the stock into the 

Treasury of the United States as miscellaneous receipts. 

lliSCELL.A~EOl!S 

The corporation shall not ha>e power to mortgage or pledge its 
assets or to issue bonds secured by any of its properties except as 
hereinbefore provided. 

The United States shall not be liable for any debt', obligations, or 
other liabilities of the corporation. 

The corporation and all of its as et · shaH be deemed and held to be 
instrumentalities of the 'Gnited State~. and as such they and the 
income derived therefrom sball be exempt from Federal, State, and 
local taxation. The director , officers. attorneys, experts, assistants, 
clerks, agents, and other empl e!' of the corporation shall not be 
officers or employees of the "Cnited States within the meaning of any 
statutes of the United States, and the property and moneys belonging 
to aid corporation, acquired from the Uniteo States or from others, 
shall not be deemed to be the property and moneys of the United 
States within the meaning of any statutes of the Dniteo States. 
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The accounts of the corporation shall be audited under the regula­

tions to be prescribed by the President, who shall annually report to 
. Congress a detailed statement of the fiscal operations of said cor­

poration. 
SEc. 8. That the President is hEC'reby authorized and directed to 

complete the construction of Dam No. 3 and the necessary approach 
to the locks in Dam No. 2 in the Tennessee River at or near Muscle 
Shoals, Ala., in accordance with report submitted in House Document 
1262, Sixty-fourth Congress, first session: Provided, That the Presi­
dent may, 1n his discretion, make such modifications in the plans pre­
sented in such report as be may deem advisable in the interest of 
power or navigation. 

SEC. 9. The surplus power not required under the terms of this act 
for the manufacture of nitrogen or fertilizer shall be sold for dis­
tribution. 

SEc. 10. That as a condition of any lEC'ase entered into under the 
provisions of this act every lessee hereunder which is a public-service 
corporation, or a pet·son, association, or corporation developing, trans-

' htitting, or distributing power unde.r the lessee, either immediately or 
otherwise, for sale or use in public service, shall abide by such reason­
able regnlation of the services to be rendered to customers or con­
sumers of power, and of rates and charges of payment therefor, as 
may from time to time be prescribed by any duly constituted agency 
of the State in which the service is rendered or the rate charged. 
That in case of the development, transmission, or distribution, or use 
in public service of power by any lessee hereunder or by its customer 
engaged in public service within a State which has not authorized and 
empowered a commission or other agency or agencies within said State 
to regulate and control the services to be rendered by such lessee or 

• by its customer engaged in public service, or the rates and charges of 
payment therefor, or the amount or character of securities to be issued 
by any of said parties, it is agreed as a condition of such lease that 
jurisdiction is hereby conferred upon the commission created by the 
act of Congress approved June 10, 1920, upon complaint of any person 
aggrieved or upon its own initiative, to exercise such regulation and 
control until such time as the State shall have provided a commission 
or other authority for such regulation and control: Provided, That 
the jurisdiction of the commission shall cease and determine as to each 
specific matter of regulation and control prescribed in this section as 
soon as the State shall have provided a commission or other authority 
for the regulation and control of that specific matter. 

SEC. 11. That when said power or any part thereof shall enter into 
interstate or foreign commerce the rates charged and the service ren­
dered by any such lessee, or by any subsidiary corporation, the stock 
of which is owned or controlled directly or indirectly by such lessee, or 
by any person, corporation, or association purchasing power from such 
les ee for sale and distribution or use in public service, shall be 
reasonable, nondiscriminatory, and just to the custome'r and all un­
reasonable discriminatory and unjust rates or services are hereby pro­
hibited and declared to be unlawful; and whenever any of the States 
directly concerned bas not provided a commission or other authority 
to eqforce the requirements of this section within such State or to 
regulate and control the amount and character of securities to be 
issuEC'd by any of such parties or such States are unable to agree 
through their properly constituted authorities on the services to be 
rendered or on the rates or charges of payment thEC'refor, or on the 
amount or character of securities to be issued by any of said parties, 
jurisdiction is hereby conferred upon the said commission, upon com­
plaint of any person aggrieved, upon the request of any State con­
cerned, or upon its own initiative to enforce the provisions of this 
section, to regulate and control so much of the services rendered, and 
of the rates and charges of payment therefor as constitute interstate or 
foreign commerce and to regulate the issuance of securities by the 
parties included within this section, and securities issued by the lessee 
subject to such regulations shall be allowed only for the bona fide 
purpose of financing and conducting the business of such lessee. 

The administration of the provisions of this section, so far as 
applicable, shall be according to the procedure and practice in fixing 
and regulating the rates, charges, and practices of railroad companies 
as provided for in the act to regulate commerce, approved February 4, 
1887, as amended, and that the parties subject to such regulation 
shall have the same rights of hearing, defense, and review as said 
companies in such cases. 

In any valuation hereunder for purposes of rate making no value 
shall be claimed or allowed for the rights granted by this act or under 
any lease executed thereunder. 

SEC. 12. If any clause, sentence, paragraph, or part of this act shall 
for any reason be adjudged by any court of competent jurisdiction to 
be invalid, such judgment shall be confined in its operation to the 
clause, sentence, paragraph, or part thereof directly involved in the 
controversy in which such judgment shall have been rendered. 

SEc. 13. No lease made under the terms of this act shall be trans­
ferred without the approval of the President of the United States. 

The right to amend, alter, or repeal this act is hereby e-xpressly 
reserved. 

LXVI-115 

ISLE OF PINES TREATY 

The PRESIDENT pro tempore. Pursuant to the unanimous4 
consent agreement entered into at a former date, the Senate 
now passes into open executive session for the consideration 
of what is known as the Isle of Pines treaty. 
- The Senate, in open executive session, proceeded to con­
sider the treaty between the United States and Cuba sirned 
March 2, 1904, for the adjustment of title to the ownershiP of 
the Isle of Pines. 

Mr. BORAH. Mr. President, the Senators who are inter­
ested in the Isle of Pines treaty are not ready to proceed this 
af~erno?n, and I think it is agreeable that the h·eaty shall l>e 
laid aside, and that we proceed with the naval appropriation 
bill. If there is no objection, I ask that that be the procedure. 

Mr. SWANSON. I would like to modify the request to this 
extent, that after the conclusion of the morning business to­
morrow, if we take an adjournment to-day the Senate shall 
in open executive session, resume the consideration of the Isl~ 
of Pines treaty. 

Mr. BORAH. I have no objection. 
Mr. SWANSON. I ask unanimous consent that that be the 

procedure. At that time I purpose to address the Senate. 
I do not wish to do so at this late hour iu the afternoon. 

Mr. MOSES. I shall have to object if the Senator means 
the routine morning business. If the Senator means at the 1 

conclusion of the morning hour, I shall have no objection.-
Mr. SWANSON. I have no objection to malting it at the 

conclusion of the morning hour. I ask that at 2 o'clock to­
morrow, at the conclusion of the morning hour, the considera­
tion of the Isle of Pines treaty shall be proceeded with in open 
executive session. 

Mr. HALE. Will not the Senator consent to allow the naval 
appropriation bill to come up now and to be made the unfin­
ished business? I will agree to lay it aside to-morrow after­
noon so that the Senator may proceed. 

Mr. SWANSON. I would like to have this understanding. 
Mr. McCORMICK. Resen-ing the right to object it seems 

to me that either the Senator from Idaho or the sen'ator from 
Virginia might propose an agreement by unanimous consent for 
the consideration of the treaty at the conclusion of the morning 
hour, whether the nav3:l appropriation bill has been acted upon 
or not. 

The PRESIDENT pro tempore. I think the Chair should 
state at this time that it has given some consideration to the 
unanimous-consent agreement, that in its opinion the unani­
mous-consent agreement has been fully executed by the Chair 
laying the h:eaty before the Se~ate in open executive session; 
and that, so far as the future 1s concerned, the procedure de­
pends upon the action of the Senate. 

M~. McCORMICK. Surely, the agreement may be modified 
by unanimous consent. 

The PRESIDENT pro tempore. Undoubtedly. 
Mr . .MOSES. Are we not attempting now to secure a unani­

mous-consent agreement with reference to the proceedings for 
the balance of this day, and for the portion of the day after the 
morning hour to-morrow? 

The PRESIDENT pro tempore. If tbe Senate enters into a 
unanimous-consent agreement to go into executive session after 
the morning hour to-morrow for the consideration of this 
treaty, that, of course, will be complied with. But if the Sen­
ate does not make an agreement of that character, in the opin­
ion of the Chair the que tion will not again ari e until on 
motion of some Senator, the Senate enters into open e.x:ec~tive 
session. 

~Ir. MOSES. Mr. President, a parliamentary inquiry. 
The PRESIDENT pro tem.Pore. The Senator will state it. 
Mr. MOSES. May I · ask if the unanimous-consent agree-

ment proposed by the Senator from Virginia is not an agree­
ment of the character which the Chair has just described? 

The PRESIDENT pro tempore. The Chair does not pass 
upon that question. It is a perfectly simple request. Anyone 
can construe it. 

Mr. HALE. 1\Ir. President-- ~ 
Mr. BORAH. If I am permitted, I think I can dispose of the 

matter before us, and then the Senator from Maine can pro­
ceed with the naval appropriation bill. I ask unanimous con­
sent that to-morrow at the close of the morning hour the Senate 
shall proceed to the consideration of the Isle of Pines treaty 
in open executive session. 

The PRESIDENT pro tempore. The Senator from Idaho 
asks unanimous consent that upon the expiration of the morn­
ing hour on Thursday, being to-morrow, the Senate in open 
executive session shall proceed to the consideration of the Isle 
o! Pines ~re~ty~ Is tbe~e objectio!!? 

-
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. Mr. 1\IcCORl\IICK. Reserving the right to object, wlll the 
treaty remain the unfinished business in executive session 
thereafter until acted upon? 

The PRESIDENT pro tempore. It will remain the unfin­
ished business when the Senate is in open executive se~sion; not 
othenvise. It is for the Senate to determine when it shall enter 
upon an open executive session. Is there objection to the 
unanimous-con ent agreement proposed by the Senator from 
Idaho? 

Mr. KING. Mr. President, I have no objection to the propo­
sition of the Senator from Idaho, with one qualification, namely, 
that we shall proceed with the formal reading of the naval ap­
propriation bill this afternoon, passing by any objected matter, 
and that the naval appropriation bill shall not be disposed of 
until after the Isle of Pines treaty has been taken up to-morrow. 
If we finish the treaty to-morrow afternoon, then I have no 
objection to going on with the naval appropriation bill. 

1\Ir. BORAH. Oh, no. 
The PRESIDENT pro tempore. Does the Senator propose 

that as a modification of the agreement? 
Mr. KING. Yes; I do. 
Mr. WARREN. The Senator in charge of the naval appro­

priation bill has ~ady stated that he would pursue that 
course, and it does not seem necessary to get unanimous con­
sent when the Senator in charge of the bill has stated that 
be will lay it aside for the further consideration of the Isle 
of Pines treaty. 

Mr. HALE. I want to be in a position with reference to 
the naval appropriation bill to take it up as soon as I can 
do so. It may be, after the Senate enters upon the considera­
tion of the Isle of Pines treaty, that it will again decide 
it is not ready to proceed, in which case I shall wish to pro­
ceed with the consideration of the naval appropriation bilL 

Ur. KIKG. I merely want to express the view that the Sen­
ator from Maine differs from the Senator from Wyoming. I 
do not know which has authority to speak. I should prefe1· 
upon thiB matter to look to the Senator from Maine. 

Mr. W ARRE...~. I intended to agree entirely with what the 
Senator from Maine said. I am very sorry if I have differed 
in· any way from his proposal. I could not of course differ 
with my friend from Utah. 

Mr. HALE . . I move that the Senate proceed to the con idera­
tion of House bill 10724, the naval appropriation bill. 

Mr. SWANSON. Mr. President, I understood I was recog­
nized to address the Senate as soon as the Isle of Pines treaty 
was laid before the Senate. I addressed the Chair, and under­
stood that he recognized me. Of course, if I may not have an 
opportunity to speak at 2 o'clock to-morrow I wish to make my 
speech this afternoon. This is the first time I have ever known 
a enator to request at this late hour in the afternoon th.at a 
matter go over until 2 o'clock on the following day when the 
courtesy has not been extended to him. 

lli. HALE. I have already said that if I could get the 
naval appropriation bill before the Senate this afternoon I 
would be very glad to have the Senator proceed with his 
address on the treaty to-morrow at 2 o'clock. All I want to 
do is to get the naval approp!·iation bill before the Senate at 
this time. 

:Mr. BORAH. If the Senator from 1\Iaine will not confuse 
legislative business with executive business, we will soon dispose 
of the question without any trouble. What we ought to do is 
first to di..'q)()Se of that which relates to the executive part of 
the business of the Senate. If I can have my proposed unani­
mou -consent agreement adopted, then the Senator can properly 
make his motion to proceed to the consideration of the nav.al 
appropriation bill, and that bill will become the unfinished 
business. 

The PRESIDENT. pro tempore. Is there objection to the 
unanimous-con ent agreement proposed by the Senator from 
Idaho? 

1\Ir. WILLIS. In order that there may be no misunder­
standing about the matter, may I say that I understood the 
Senator from Utah to make the sugge tion that the Isle of 
Pines treaty should be disposed of to-morrow. 

Mr. BORAH. That is not incorporated in my unanimous­
c n ent propo:-<al. 

Mr. WILLIS. If that we.re the case I should have to object 
t o it. 

..,lr. KING. Oh, no; I made no such request. 
Mr. WILLIS. Let the nnanimous-con<:ent request be stated 

at the de. k. 
The PRE IDENT pro tempore. The Senator from Idaho 

a k _ unanimous con ent that at the clo e of the morning hour 
ou to-morrow the , enate shall, in open executive ession, p1·o­
~ed to t!le consideration of the Isle of Pines treaty. 

lir. FLETCHER. And that it be now temporarily laid 
aside. 

The PRESID~NT pro tempore. The Chnlr thinks that is 
all that is involved in the unanimous-consent agreement. 

Mr. FLETCHER. The Senator from Idaho will have to have 
it laid aside temporarily. 

lli. BORAH. I am going to do that in a moment. I de­
sire to get this matte1· settled and then I will a.sk to ha.ve t he 
treaty temporarily laid aside. . 

T.he PRESIDENT pro tempore. Is there objection to the 
unanimous-consent agreement proposed by the Senator from 
Idaho? The Chair hears none, and it is so ordered. 

Mr. BORAH. I now ask that the Isle of Pines treaty be 
temporarily laid aside. 

The PRESIDENT pro tempore. Is there objection to the 
request of the Senator from Idaho? The Chair hears none, 
and the treaty is temporarily laid aside. The Senate 1s still 
in open executive session. 

Mr. SWANSON. Mr. President, I give notice that at 2 
o'clock to-morrow, when the Isle of Pines treaty is again laid 
before the Senate, I shall address the Senate in behalf of its 
ratification. 

Mr. BORAH. I desire to submit three reports from the 
Committee on Foreign Relations. 

The PRESIDENT pro tempore. Does .the Senator from 
Idaho propose that the Senate shall consider the reports in 
open executive session? 

Mr. BORAH. No; I merely wish to have the reyorts placed 
on the Executive Calendar. 

The PRESIDENT pro tempore. Without objection the re­
ports will be received and placed on the Executive Calendar. 

Mr. CURTIS. I move that the Senate resume the considera­
tion of legislative business. 

The motion was agreed to, and the Senate resumed its 
legislative session. 

NAVY DEPARTMENT APPROPRIATIONS 

1\Ir. HALE. I move tlutt the Senate proceed to the consid­
eration of the bill (H. R. 10724) making appropriations for 
the Navy -Department and the naval service for the fiscal year 
ending June 30, 1926, and for other purposes. 

The PRESIDENT pro tempore. The Senator from Maine 
moves that the Senate proceed to the consideration of .the bill 
making appropriations for the Navy Department. 

Mr. KING. May I inquire of the Senator from Maine 
whether it is his purpose to do more than ask for the formal 
reading of the bill this afternoon? 

1\Ir. HALE. No; I would like to go ahead with the formal 
reading of the bill and take up committee amendments .after 
that. 

Mr. KING. But a.t the termination of the formal reading of 
the bill-

Mr. HALE. Does the Senator from Utah desire to have the 
bill read, or shall I make the usual request that the formal 
reading be dispensed with? 

Mr. KING. It may be dispensed with, provided that a.t the 
termination of It nothing further shall be done, because we will 
finish that before 5 o'clock, and we should then suspend fur­
ther consideration of the bill. 

Mr. HALE. I agree to take no further action on the bill 
than that. 

The PRESIDEl\'"T pro tempore. The question i on agreeing 
to the motion of the Senator from Maine that the Senate pro­
ceed to the consideration of the NavY Department appropria­
tion bill. 

The motion was agreed to. 
SAN CARLOS DAM, AlUZON A 

l\Ir. KENDRICK. Mr. President, I $end to the desk a tele­
gram which I ask may be read. I wish to say in explanation 
that the telegram is in the form of a prote t against the de­
velopment of the lower Colorado River lmtil such time as the 
compact between the seven States that have to do with t he 
divi~ion of the water of that river shall have been ratified by 
the State of Arizona. I ask that the telegram be read. 

The PRESIDENT pro tempore. Is there objection? The 
Chair hears none, and it will be read. 

The principal legislative clerk read as follows : 

[Western Union telegram] 
CHEYENl'\·E, W.Yo., Janu ary 1JJ, 19f6. 

Hon. J"oH - B. KENDRICK, 

United States Senate, Washington, D. 0. : 
Advised pproprint ion bill carrie- item for on truction .on an Carlos 

Dam on Gila Rh·er in Ar izona , a tributary of the Colorado. Wyoming 
bas consistently opposed construction of dams in._ other States of this 
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watershed until Colorado River compact has been ratified. May I ask 
your serious consideration of this situation before approving the con· 
struction of this dam, which will give priority to appropriation of water 
to Arizona, the only State which has failed to ratify the compact. 

NELLIE T. Ross, Governor~ 

The PRESIDENT pro tempore. The telegram will be re­
fen·ed to the Committee on Irrigation and Reclamation. 

Mr. SMOOT. I would like to say to the Senator from Wyo­
ming that the item is not in conference. I received a similar 
telegram from a number of other parties ; and I make this state· 
ment so that the Senator may answer the governor. The item 
has passed the House and passed the Senate, and it is not in 
conference at this time. I fully agree with the contents of the 
telegram. I think before another appropriation is made for 
that purpose there ought to be some understanding as to the 
distribution of the waters of the Colorado River. 
· Mr. WARREN. I had already telegraphed the governor 
yesterday or the day before as to the fact that legislation has 
already been enacted for the building of the dam. It can only 
be corrected by future legislation. 

' Mr. KING. 1\Iay I ask the Senator whether it is possible 
to recall the bill? Has it progressed so far that it is now a 
law? 

1\Ir. WARREN. I believe that would be impossible. It is 
something that will come up in the regular way through the 
Indian Bureau. The matter is in conference now. It would be 
very unusual to undertake to take a l>ill out of conference and 
return it to the House and Senate and get their action. The 
matter can be repealed in some future appropriation bill if it 
becomes necessary. 

1\Ir. KING. If the Senator desired to do so, he could offer a 
joint resolution amending the matter, and if it passed the 
Senate and the House agreed to the resolution and the Presi· 
dent approved it, it would supersede the bill even if the 
President had already signed it. 

NAVY DEPARTMENT APPROPRIATIONS 

The Senate, as in Committee of the Whole, proceeded to con· 
·sider the bill (H. R. 10724) making appropriations for the 
Navy Department and the naval service for the fiscal rear 
ending June 30, 1926, and for other purposes, which had been 
reported. from the Committee on Appropriations with amend-
ments. 

l\Ir. HALE. 1\Ir. President, I ask unanimous consent that the 
formal reading of the bill may be dispensed with and that the 
bill may be read for amendment, the amendments of the com· 
mittee to be first considered. 

1\Ir. KING. 'rhat is in accordance with the understanding 
;r just had with the Senator? 

Mr. HALE. Yes. 
Mr. KING. If any committee amendment should lead to pro-

longed discussion, I presume it might be passed over, as is 
usually done? 

Mr. HALE. Oh, yes. The regular method of procedure will 
be followed. 

The PRESIDENT pro tempore. Is there objection to the 
request of the Senator from l\Iaine? The Chair hears none, 
~nd it is so ordered. 

EXECUTIVE SESSiON 

Mr. CURTIS. Mr. President, I understand there is an agree· 
ment that we shall do nothing further mth the bill to-night, 
and in v-iew of that understanding I move that the Senate pro· 
ceed to the consideration of executive business. 

The motion "·as agreed to, and the Senate proceeded to the 
consideration of executive busine s. After five minutes spent 
in executive session the doors were reopened, and (at 4 o'clock 
and 20 minutes p. m.) the Senate adjourn.ed until to-morrow, 
Thursday, January 15, 1925, at 12 o'clock meridian. 

CONFIRMATIONS 
}Jxecutive nominations confirmed by the Senate January 14 

(legislati ve day of Janum·y 5), 1925 
PosTMASTERS 

GEORGIA 

Minnie E. Nance, Arlington. 
Annie H. Thomas, Dawson. 
Henry W. Harvey, Rockingham. 
Albert Lunceford, Union Point. 
Edgar S. Hicks, Yatesville. 

IOWA -
Lester F. Friar, Grimes. 
George M. 1Voodru1'f, Mason City. 
Ithamer J. Baldwin, Oelwein. 
Clam~ ~· Jacobsen, Wilto!! Junction~ 

KAXS.AS 

Robert B. Slavens, Lecompton. 
MICHIGAN 

Edgar Rashleigh, Hough ton. 
MIN!\'"ESOTA 

Arthur 1\f. Enger, Lanesboro. 
Oswald H. Jacobson, Rothsay. 

NEVADA 

Edith Lemaire, Battle Mountain. 
James W. Johnson, Fallon. 
Arthur H. Keenan, Tonopah. 
Katie O'Connor, Virginia City. 
William H. Ayers, Winnemucca. 

PENNSYLVAl'\IA 

.Grace Baker, Claysburg. 
SOUTH DAKOTA 

Amb!ose B. Blake, Huron. 

HOUSE OF REPRESENTATIVES 
WEn~ESDAY, January 14, 19~5 

The House met at 12 o'clock noon. 
The Chaplain, Rev. James Shera Montgomery, D. D., offered 

the following prayer : 
Almighty God, Thy fatherhood is the overarching an.d the 

undergirding reality of all our fondest hopes. Tlu.'ough mercy 
divine we are still treading our way through the wondering 
paths of Thy providence. 0 hear us as we breathe our prayer. 
Have mercy upon us; pity us in our weakness; restrain us in 
our tendencies; be at our side when the way is unsafe. Help 
us to forget and forgive the wrongs that may have been im­
posed upon us. Make our hearts the home of charity, which is 
the livery of heaven. Out of to-day's experiences may there 
come to us new vision, greater outlook, broader understanding, 
and higher joys. Bless us all with a deeper unfolding of 
things divine. Amen. 

The Journal of the proceedings of yesterday was read an~ 
approved. 

MESSAGE FROM THE SENATE 

A message from the Senate by Mr. Craven, one of its clerks, 
announced that the Senate had passed with amendments the 
bill (H. R. 11308) making appropriations to supply urgent 
deficiencies in certain appropriations for the fiscal rear ending 
June 30, 1925, and prior fiscal years, to provide urgent supple­
mental appropriations for the fiscal rear ending June 30, 1925, 
and for other purposes, in which the concurrence of the House 
of Representatives was requested. 

The message also announced that the Senate had pas ed the 
following concurrent resolution in which the concurrence of the 
House of Representatives was requested: 

Senate Concurrent Resolution 25 

Resolved by the Senate (the House of R epresentatives concurl'ing), 
That the two Houses of Congress shall assemble in the Hall of the 
House of Representatives <>n Wednesday, the 11th day of February, 
1925, at 1 o'clock postmeridian, pursuant to the requirements of the 
Constitution and laws relating to the election of President and Yice 
President of the United States, nnd the President pro tempore of the 
Senate shall be their presiding officer ; that two t ellers shall be pre· 
viously appointed by the President pro tempore on the part of the 
Senate and two by the Speaker on the part of the House of Representa· 
tlves, to. whom shall be handed as they are opened by the President of 
the Senate all the certificates and papers purporting to be certificates 
of the electoral votes, which certificates and papers shall be opened, 
presented, and acted upon in the alphabetical order of the States, 
beginning with the letter A; and said tellers, having then read the 
same in the presence nnd hearing of the two Houses, shall make a 
list of the votes as they shall appear from the said certl..ficates ; and 
the votes having been ascertained and co.unted in manner and according 
to. the rules by law provided, the result of the 3ame shall be delivered 
to the President of the Senate, who shall thereupon announce the state 
of the vote, which announcement shall be deemed sufficient declaration 
<>f the persons, if any, elected President and Vice Pre idcnt of the 
United States, and, together with a list of the votes, be entered on the 
Journals of the two Houses. 

URGENT DEFICIE.:NCY APPROPRIATIONS 

1\Ir. MADDEN. Mr. Speaker, I ask unanimous consent to 
take fro!_Il the Speaker's table the deficiency appropriation bill 
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just reported over from the Senate, disagree to the Senate 
amendments, and ask for a conference. 

The SPEAKER. The gentleman from lllinois asks unani· 
mous consent to take from the Speaker's table, disagree to the 
Senate amendments, and ask for a conference, the biD of 
which the Clerk will read the -title. 

The Clerk read as follows: 
A bill (H. R. 11308) making appropria.ti.ons to snpply urgent de­

ficiencies in certain appropriations for the fiscal year ending June 
30, 1925, and prior fiscal years, to provide urgent supplemental appro­
priations for the fiscal year ending June 80, 1925, and for other 
purposes. 

The SPEAKER. Is there objection i 
Mr. GAR~"'ER of Texas. Reserving the right to object, I 

want to ask the gentleman in reference to an amendment pro­
posed by the Senator from Utah [Mr. KING] referring to the 
publicity of the names of parties to whom the refund of taxes 
is to be made-whether the conferees feel kindly toward that 
amendment, and whether they will give the House an oppor­
tunity to vote on it. 

Mr. MADDEN. The law"Irow-reqnires it. 
Mr. GARNER of Texas. But th&e could be no objection 

to putting it in the bill. 
l\Ir. MADDEN. If it is merely a duplication--
1\Ir. GARNER of Texas. I note that the Senator from Wyo­

ming [Mr. W ARRE..~] in charge of the bill, was antagonistic to 
that amendment. 1f the House takes the same Yiew of it, it 
would be easy to disagree to the Senate amendment--

1\Ir. MADDEN. It will come to the House, I do not mean to 
be arbitrary about it. 

Mr. GARNER of Texas. The point ls, I would like to have 
the House haT"e a chance to vote on that direct amendment as 
the Senate did. If you agree to the Senate amendment there 
will be no occasion to; but if the gentleman will give us the 
opportunity, I would be glad to have it _go to conference. 

Mr . . MADDEN. If it is simply a duplication of the law 
the gentleman would not want it in. 

Mr. GARNER of Texas. I can not see that there could be 
any harm in it. 

Mr. MADDEN. I want to say that the law requires the 
publication and report to the House of an names, and they 
a-re reported and are at the disposal of everybody. I think a 
number of names were before the Senate, put into the RECORD 
during the consideration of this bill. 

Mr. GARNER of Texas. The gentleman put in the bill 
these words : 

Provided, Tba.t a. report Bball be made to Congress of the disburse­
ments hereunder as required by such act. 

And the Senator from Utah [Mr. KING] merely added­
tncludlng tbe names of all persons and corporations to whom pay­
ments are made, together with the amounts paid to each. 

Mr. MADDEN. 1 wlll say that I do not .see any objection 
to it, and we will come to the House and give the Rouse an 
opportunity to vote on it if we do not agree to it. 

Mr. BAl'.'KHEAD. 1\lr. Speaker, further reserving the right 
to object, will the gentleman tell us what substantial additions 
are made by way of increase to the bill? 

1\Ir. MADDEN. Three million dollars all together, but they 
are mostly certified judgments that ought to be paid and we 
would have put them in if they had been ready at the time. 

Mr. BANKHEAD. Does it provide for the expenses of the 
Agricultural Commission? 

M.r. MADDEN. It does. 
1\!r. BANKHEAD. The gentleman will Temember that there 

was considerable opposition to that in the House. 
Mr. MADDEN. That will have to come back to the House 

anyway for a vote, because there is no authorization under the 
law. 

Mr. BLANTON. Will the gentleman yield? That is the item 
I wanted to ask the gentleman about. "The gentleman will 
remember that the distinguished gentleman fi·om Louisiana 
[Mr. AswELL] and the gentleman from Kentucky [Mr. KIN­
CHELOE] both members of the Agricultural Committee, de­
nounced the item as a waste of money, and it was also de-
nounced as a waste of money by the minority leader [Mr. 
GARRETr of Tennessee]. The gentleman will give us a chance to 
be heard on that? 

Mr. 1\IADDEN. Oertain1y, you have a right to be heard 
on it. 

The SPEAKER. I there objection? 
There was no objection. 
The Chair appointed as conferees on the part of the House 

Mr. MA.nnD, Mr. ANTHONY, ~d Mr. BYRNS of Tennessee. 

ENROLLED BILLS SIGNED 

Mr. ROSENBLOOM, from the Committee on Enrolled Bills, 
reported that they had examined and found truly enrolled bills 
of the following titles, when the Speaker signed the same : 

H. R.10144. An act to amend an act entitled "An act to fix 
the salaries of officers and members of the Metropolitan pollee 
force, the United States park police force, and the fire depart­
ment of the District of Columbia," approved May 27, 1924 ; 

S.1782. An act to provide for the widening of Nichols Avenue 
between Good Hope Road and S Street SE. ; and 

S. 3053. An act to quiet title to original lot 4, square 116, 
in the city of Washington, D. C. 

SENATE CONOURRENT RESOLUTION BEFERRED 

Under clause 2, Rule XXIV, the following concurrent reso­
lution was taken from the Speaker's table and referred to 
the Committee on the Election of President, Vice President, 
~d 'Representatives in Congress : 

Senate Concurrent Resoluti.on 2r5 
Reao,ved 'by the Stmate (tM Hoose of Repruentat!ves conmwring), 

That the two Houses of Congress shall assemble ln the Hall of the 
House of Representatives on Wednesday, the 11th day of February, 
1925, at 1 o'clock postmerldian, pursuant to the requirements of the 
Constitution and laws relating to the election of President and Vice 
President of the United States, and the President pro tem{M)re of the 
Senate shall be their presiding officer ; that two tellers shall be pre­
viously appointed by the President pro tempore on the part of the 
Senate, and two by the Speaker on the part of the House of Repre­
sentatives, to whom shall be banded as they are opened by the Presi­
aent of the Senate .all the certificates and papers purporting to be 
certificates of the electoral votes, which certi.ficates and papers sball 
be o.pened, presented, and .acted upon in the alphabetlco.l order of the 
State, beginning with the letter A; and said tellers, having tben 
read the same 1n the presence and hearing of the two Houses, shall 
make a list of the votes as they shall appear from the said certi.ficates ; 
and the votes having been ascertained and counted in manner and 
according to the "roles by law provided, the result o! the same shall be 
delivered to the President of the Senate, who shall thereupon an­
nounce the state of the vote, which announcement shall be deemed 
sufficient declaration of the persons, J1 any, elected President tllld \ice 
President of the United States, and, together with a list of too -votes, 
be entered on the Journals of the two IIouses. 

CONSOLIDATION OF NATIONAL B.ANKING .ASSOOIATIONS 

Mr. McFADDEN. Mr. Speaker, I move that the House re­
solve itself into the Committee of the Whole House on the state .I 

of the lJnion for the further consideration of. the bill (H. R. 
8887) to amend an act entitled "An act to provide for the con­
solidation of national banking associations," approved NoT"em­
ber 7, 1918 ; to amend section 5186 as amended, section 5137, 
section 5138 as amended, section 0142, section 5150, section 
5155, section 5190, section 5200 as amended, section 15202 as 
amended, section 5208 as amended, section 5211 as amended, of 
the Revised Statutes of the United States ; and to amend sec­
tion 9, section 18, section 22, ana section 24 of the Federal 
reserve act, and for other purposes. 

The motion was agreed to. 
Accordingly the House resolved itself into the Committee of 

the Whole House on th"9 state of the Union for the further 
consideration of the bill H. R. B887, with Mr. LEHLBA.cH in the 
chair. 

The Clerk reported the title of the bill. 
The CHAIR1t1AN. The Clerk will Tead. 
The Clerk read as follows~ 
SE.c. 9. That the first paragraph of section 9 of the Federal reserve 

act be amended by adding at the end thereof two provisions and a new 
paragraph to read as follows : 

"Provided, That on and after the approval of ·this act the board 
shall not permit any such applying bank to become a stockholder of 
such Federal reserve bank except upon condition that such applying 
bank relinquish .any branches which tt may hnve Jn operation beyond 
the corporate limits of the municipality ln which the parent bank is 
located: Pt·ovidea further, That n.o member bank shall, after tbe ap. 
proval of this act, be permitted to establish a branch beyond the cor­
porate limits of the municipality in which such bank ls located, and 
it shall be unlawful for any such member bank to maintain tn opera­
tion more than one such branch within the corporate limits of such 
a municipality where the population by the last decennial census is 
not less than 25,000 and not more than 50,000, and more than two uch 
branches where such population is not less than 50,000 and not more 
than 100,000. 

" The term ' branch or branches ' as used in this section shall be 
held to include any branch bank, branch oflice, branch agency, additional 
office, or any branch place of business located in any State or Terri· 



I· 

1925 CONGRESSIONAL RECORD-HOUSE 1815 
tory of the United Stntes or 1n the District of Columbia. at which 
dep slts are recei>ed or checks cashed or money loaned, but shall not 
include any branch established in a. foreign country or dependency o:r 
insular possession of the United States." 

Mr. MORTON D. HULL. Mr. Chairman, I offer the follow· 
ing amendment, which I send to the desk. 

The Clerk read as follows: 
Amendment o:!fered by Mr. Mo.RTON" D. HULL 1 Page 11, line 13, after 

the word "lOcated," strike out the colon, insert a · comma, and the 
following 1 "and It shall be unlawful for any such applying bank in any 
State which does not by law or regulation at the time of the approval 
of this act permit State banks or trust companies created by or ex:ist-­
ing under the laws of such States to have branches within the limita 
of municipalities in such States to become such a stockholde.r ot such 
Federal reserve bank, except upon condition that such applying bank 
relinquish any branches which it may have established subsequent to 
the approval of this act." 

Also on page 11, line 28, after the word " thousand," strike out the 
period, insert a colon, and add the following : "And pro-vided further, 
That it shall be unlawful for any such member bank to establish a 
branch within the limits of th.e municipality where such bank 1.i 
located in any State which does not by law or regulation, at the time 
of the approval of this act, permit State banks or trust companies, 
created by or existing under the laws ot such States, that have branches 
within the limits of such mnniclpallties in such States." 

The CHAIRMAN. The question is on the amendment offered 
by the gentleman from Illinois. 

The question was taken. 
Mr. LUCE rose. 
The OHAIRl\IAN. For what purpose does the gentleman 

rise? 
Mr. LUCE. I rise to oppose the amendment 
The CHAIRMAN. The Ohair wm recognize the gentleman 

from Massachusetts. 
Mr. CHINDBLOM. Mr. Chairman, a parliamentary inquiry. 

There was a vote, was there not? 
The CHAIRMAN. The vote had not been announced, and 

the Chair was not aware that the gentleman from Massachu­
setts was seeking recognition. 

Mr. MORTON D. HULL. Mr. Chairman, I desire to be 
heard, although I am quite willing to be heard after the gentle­
man from Massachusetts. 

Ur. LUCE. I think the proponent of the amendment has the 
right of way, and I shall gladly give way in favor of him. 

The CHAIRMAN. The gentleman from Massachusetts lB rec­
ognized. 

l\Ir. LUOE. This is the most serious of the amendments pre­
sented by the gentleman from lllinois. The others have not 
particularly disturbed me, but this one has in it elements of 
damage to the Federal reserve system that ought to receive 
the attention and coru!lderation of the House. It should be 
pointed out that for some time now the inability to d-evelop 
the reserve system by secu.iing the admission of many banks 
not now within its limits has not only agitated the banking 
-world but also has so impressed itself upon this body that 
your Committee on Banking and Currency has been giving it 
very thorough consideration. Indeed, the matter seemed · of 
such great importance two years ago that a subcommittee was 
autb.orized to make a tour of the country and to :fuld out, if 
po ·sible, why mo.~:e banks were not coming into the Federal 
reserve system and why many were going out. The problem 
proved of such magnitude and of such difficulty that this sub­
committee has not yet been able to report It apparently is 
greatly perplexed by the conditions it discovered. Therefore, 
we remain in the ·dark as to the particulars in regard to which 
we may be asked to legislate in order to meet this impending 
disaster, and I think it may be fairly called such if the situa­
tion should result in the breakdown of this Federal reserve 
aystem, which proved of such vital importance to the Nation 
in the time of great stress and which has accomplished already 
so much benefit. 

This particular amendment in its practical effect would put 
still more difficulties in the way of attracting -into the system 
those banks now reluctant to enter. Because that makes a 
bad matter worse, I am anxious the House shall know at least 
what would be the result, so that it may determine whether 
this is a prudent step to take. 

I have thought that the other amendments the gentleman has 
proposed accomplished his purpose sufficiently. I am of the 
hope-I recognize it is a tenuous and shadowy hope-that he 
will not press upon us the proposal that we still further detract 
from the in1luence and possible achleYements of the Federal 
~eserve system by in this way preventing in practical efl'ect 

the entrance into it of those banks which under the laws of 
sundry States have the power to maintain branches and in 
many cases do maintain branches. I shall be very glad to have 
the gentleman give the House some reason why we should take 
this menacing step. 

.Mr. MORTON D. HULL. Mr. Chairman, we have adopted 
amendments to the bill providing that in States which do no.t 
now permit branch banking national banks shall not hereafter 
be permitted to do branch banking. This particular amendment 

· applies to those particular States which do not now permit 
branch banking on the part of State banks, and it provides, in 
effect, that if any of those States shall hereafter change their 
State laws and permit branch banking State banks, whether 
members of the Federal reserve system or seeking to become 
members o:t the Federal reserve system, shall not be permitted 
to remain in or go into the Federal reserve system if they take 
advantage of any law hereafter passed permitting branch 
banking in their own State. It is obviously unfair to national 
banks which are members of the Federal reserve system in any 
such State if we leave the situation so that the State banks in 
that State w1ll be interested in having legislation of their own 
permitting State banks to do a branch-banking business and to 
have an advantage over national banks in that particular. 

And it is my expectation that if this amendment is adopted 
the point of view of the State banks which are members of 
the Federal reserve system in any such State would be biased 
against any legislation in their own State permitting branch 
banking; that they would be so biased that, as they value their 
membership In the Federal reserve system, so much would they 
constitute an influence in their own State against any legisla­
tion permitting branch banking through their own State banks. 
By their influence, together with that of the national banks in 
such States, we may hope and expect to retard any State legis­
lation and perhaps prevent any further State legislation ex­
tending branch banking in States not now permitting branch 
banking. 

Mr. JAOOBSTEIN. If the gentleman will permit a question, 
do I understand if in the future a State does change its laws 
for whatever reason and permits branch banking, which State 
does not now permit branch banking, the national banks will 
not be permitted to do branch banking? 

Mr. MORTON D. HULL. By my amendments adopted yester­
day they will be barred in those States ·from doing branch 
banking. 

Mr. JACOBSTEIN. What would be the gentleman's attitude 
in the next Congress it a State should permit branch banking if 
their national banks came and said they wanted to be put on a 
parity with the State banks? 

Mr. MORTON D. HULL. In that event I would be inclined 
to give them the right to do it, because I think they ought to be 
put on a parity with the State banks. 

Mr. JACOBSTEIN. My question is simply by way of infor­
mation; I am not opposed to this project at all, but if the gen­
tleman is going to be in favor of giving the national banks that 
right two years from to-day it would seem logical that it should 
be made possible for them to do it 

Mr. MORTON D. HULL. Because I am interested in pre­
venting as far as possible legislation on the part of those 
States, and I hope by this amendment to create an influence in 
those States against the extension of branch banking, and 
because I believe further if those amendments which were 
adopted yesterday were not in the bill the existing national 
banks would be in favor of branch banking in those States, and 
you would see an acceleration of branch bank legislation in 
States not now permitting it, I have been prompted to my 
course. 

.Mr. J.ACOBSTEIN. I understand the purpose of the gentle­
man's amendment is merely to diminish the incentive on the 
part of the banks within a State to change the law of that 
State and permit branch banking? 

Mr. MORTON D. HULL. That would be one object I expect 
would be worked out. I do not want those State banks in 
those States to have an advantage over the national banks in 
those States. 

Mr. RUBEY. Were those amendments indorsed by the 
National Bankers' Association? 

Mr. MORTON D. HULL. I understand this whole subject 
matter was taken up there, that this was part of the general 
understanding which was had at that time at the association 
meeting. I was not there. These amendments were prepared 
long prior to the Banl{ers' Association meeting, as far as I am 
concerned, but I believe they were included in the understand-
ing at that meeting. · 

Mr. WINGO. Will the gentleman yield? 
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Mr. MORTON D. HULL. I will. 
Mr. WINGO. May I make this suggestion in response to the 

suggestion of the gentleman from New York, that the major 
consideration that moved the committee to agree to the gentle~ 
man's amendments and I understand that the major considera­
tion that influenced the Bankers' Association was that there 
are some of us who are opposed to the extension of branch 
banking even as authorized by this bill. That those of you 
who are in favor of authorizing branches where States now 
authorize it have before you a picture of the evil and know 
the extent of it. And if you leave it open so that legislature 
after legislature might amend their laws where they do not 
now authorize branch banking it might go on to an extent that 
would be very great, even beyond what gentlemen who are in 
favor of this bill would be willing to go.• So the gentleman 
says that he is willing to take steps now in reference to State 
laws that will meet that competition in authorizing national 
banks that now have that right under existing law, but the 
gentleman is not willing to leave it open so that future legisla­
tures may go further than any of you gentlemen are willing to 
go, and this will peg this thing right now. For this reason 
those opposed to the bill and those in favor ·of the bill can 
agree, and the gentleman desires to peg the evils to the certain 
limit which now exists. 

The CHAIRMAN. The time of the gentleman has expired. 
Mr. MORTON D. HULL. I ask for two additional minutes. 
The CHAIRMAN. Is there objection? [After a pause.] 

The Chair hears none. 
Mr. MORTON D. HULL. I want to answer the statement 

made by the gentleman from Arkansas, because it was made in 
the nature of a question. I am in favor of pegging the situa­
tion as it is now as far as we can, and I belieYe the Congress 
should reserve for itself the right to determine how much 
further it may wish to go in the future instead of leaving that 
discretion open to the States. 

Mr. CELLER. Mr. Chairman, will the gentleman yield for 
a question, merely for information? 

Mr. MORTON D. HULL. Yes. 
Mr. CELLER. Have you examined into that case that was 

decided in St. Loui~, where a national bank, having opened a 
branch, was prohibited by the Supreme Court from doing so, 
the court being more or less divided? 

Mr . .MORTON D. HULL. Yes. 
1\Ir. CELLER. Do I understand from that decision· that 

the only prohibition against national banks opening branches 
under the exi ting law is the fact that if there is a State law 
prohibiting branch banking, then a national bank located in 
that State shall not open branches, that decision did not go to 
the extent of saying that national branch banks shall not obtain 
iu States which allow branch banking? Is that the gentle­
man's understanding? 

l\Ir. MORTON D. HULL. I have read that case, but I 
would not want to answer the gentleman's question with any 
certainty that I have the answer to it. My recollection is 
that that was a quo warranto proceeding against the national 
bank of St. Louis. They decided that it was opposed to the 
Missouri State law, and inasmuch as there was nothing in the 
}"ederal law which made it a part of the national bank system, 
Missouri State law would go-rern. 

Mr. CELLER. In ot.her words, the ·case hung on the Missouri 
State law largely? 

They have a situation in Minneapolis, I believe-! do not 
1·ecall the name of the bank-where two national banks with 
branches merged. They had acquired branches before merger 
and they were permitted to retain them after the merger. 
Then the State law was changed in Minnesota, so that branch 
banking was prohibited. This State prohibition against 
branches gave an undue advantage to these merged national 
banks o-rer the State banks. These merged banks, I under­
stand, probably as a result of the St. Louis decision, have 
agreed to unscramble their branches by the formation of 
separate corporations. 

Mr. MORTON D. HULL. I regret I am not sufficiently 
acquainted with that situation to answer your question. 

The CHAIRl\IAN. The gentleman from Maine [1\Ir. BEEDY] 
is recognized. 

1\lr. BEEDY. 1\lr. Chairman and gentlemen of the commit­
tee, in my opposition to a similar amendment, adopted :rester­
t1ay, l attempted to explain my position as best I might in 
five minutes. It seems to me idle to speculate upon the proba-
bilities or possibilities of what may eventuate in the various 
States not now permitting branch banking if this amendment ­
should be adopted. We have an accurate guide to-day. We 
have seen what is happening in States where branch banking 
is permitted. We ha-re observed the effect upon the national 

banking system of State branch banking. The tendency under 
such conditions is to undermine and wipe out the national 
bank system, and it is that system which we are attempting to 
save. 

The Federal Congress can not muzzle the legislatures in the 
various States. They have their right to speak, and they are 
going to exercise that right in accordance with their views upon 
this branch-banking problem. I think the gentleman from 
Illinois [l\Ir. 1\IORTON D. HULL] flatters the national banking 1 

system in those States that have not yet spoken on brancll j 
banking by assuming that they will in any appreciable degree 
control the action of the legislatures in the various States. : 

1\Ir. HILL of Maryland. 1\Ir. Chairman, will the gentleman 
yield there? 

l\Ir. BEEDY. Yes. 
Mr. HILL of Maryland. As a matter of fact the State bank­

ing institutions usually have more influence with the State 
legislatures than do the national banks? 

l\Ir. BEEDY. Exactly so; and from what the gentleman from 
Illinois [Mr. 1\lonTON D. HULL] has said as to the probable 

1 

exigencies if this bill be passed and this amendment adopted 
he forgets, it seems to me, the status in which the national ! 
banks will be left, namely, the precise status in which we now 
find them. 

I called ta the attention of the House, just prior to adjourn­
ment yesterday, the number of national banks, totaling 521, 
which since 1918 had surrendered their eharters and taken out 
State charters; and the gentleman from Texas [1\lr. JoH~SON] 
who then had the floor and who, in my opinion, made a very 
able speech, and was most kind in extending to me the courte­
sies of debate, suggested that be had no statistics as to the 
State banks surrendering their c.harters and taking out na­
tional charters. That matter had not been stre sed before our 
committee, and I was not then advised as to the situation. I 
then asked for information. It has not been given in the 
House. I find as a matter of fact-and I hope the gentl('man 
from Texas will give me his attention, because his State is con­
cerned in this-I found subsequent to the adjournment of the 
House that 487 State banks since 1918 had surrendered theil· 
State charters and taken out national cllarters. 

My first thought was that that must have been prompted by 
purely local conditions, and before investigating I would have 
ventured the assertion that the great majority of those changes 
had occurred in States not permitting branch banking. Such 
appears to be the fact. 

There are, however, some changes in States which permit 
branch banking. I beg to call the attention of :Members of the 
House to this situation: Since 1918, 87 State banks in Oklahoma 
have sunendered their State c-harters and have taken out 
national charters; 18 banks in the State of Washington, 28 in 
the State of Texas, and 9 in the State of Kansas have taken 
the same action. Yet, if we look beneath the surface, we find 
that there is a perfectly logic-al reason for these exchanges 
of charters. These States have in force laws guaranteeing 
deposits, and to escape the hardships which some State banks 
felt were imposed upon them by such laws some State banks 
have converted their State charters into national charters. 
I fi.nd also that even in the State of California, where branch 
banking was permitted prior to -1920, 21 State banks had 
changed to national banks. But I find that the majm·ity of 
those changed charters were in localities where there was no 
brancli banking competition by State banks. A few ~tate 
banks in New York have taken out national charters. These 
banks were in most cases where tlley had no competition by 
State branch banks. 

The position of the committee, therefore, is perfectly logical 
and tenable. We again say that the object of this proposition 
is to save the national banking system. It is a system with­
out which we could not well have financed the Civil War. I 
oppose this Hull amendment as illogical and inconsistent with 
the whole purpose and intent of this bill, and I deplore the 
fact that we are asked to depart from principle and resort to 
expediency simply to pass this bill which uncontaminated by 
thts amendment would justify itself on its merits. [Applau e.] 

Mr. McFADDEN. I ask unanimous consent, Mr. Chairman, 
to proceed for five minutes for the purpose of clarifying this 
proposition so that the Members of the House will understand. 

The Hull amendments, as a whole, do this: Under the bill 
we are giving national banks the right, in those States \.Vhich 
now permit branch banking, to compete within city limits; 
that is, they can have branches the same as State banks within 
city limits. Under the Hull amenclments, in those States which 
now do not permit branch uanking, we are saying to national 
banks, " Before you can establish branches within cities you 
must come back to Congress and get authority to establish 
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branches," instead of, as the bill would J)rovide without the 
Hull amendments, automatically giving them that right. That 
1B the boiled..O.own gist of the proposition. 

Mr. LUC.El. Will the gentleman yield? 
Mr. McFADDEN. I will. 
Mr. LUC.El. Will the chairman explain why, in view of the 

pa ·sage of the other amendments, there is now any advantage 
Ito be gained in preventing admission to the Federal reserve 
system on the part of banks with branches and the consequent 
exclusion from the system of those banks which otherwise 
might desire to join it? 

Mr. McFADDEN. When I speak of national banks that 
· would apply in the same way to member banks of the Federal 

reserve system. 
lli. LUCE. Does not the gentleman think this is an addi­

tional obstacle in the way of the growth of the Federal reserve 
system? 

Mr. McFADDEN. Well, it prevents the establishment of 
branches in those States which now prohibit it by law and 
destroys a possible .cooperation which might be used in the 
legislatures to insure the passage of legislation permitting 
branch banking. 

Mr. LUCID. I grant that to the gentleman, but why do you 
now endanger the Federal reserve system by such an amend­
ment as this? 

Mr. McFADDEN. We q.re not. It would not be fair to per­
mit national banks to have the right to establish those 
branches and not give the right to State banks and trust com­
panies in States where they change the law.s. 

Mr. HILL of Maryland. Will the gentleman yield? 
Mr. McFADDEN. Yes. 
Mr. HILL of Maryland. In connection with the gentleman's 

explanation of the pending Hull amendment and the whole 
pnrpose of the group of Hull amendments, as I understand lt, 
it is the intention of these amendments to preve~t -the creation 
of national bank branches in States which do not permit State 
bank branches. That is true, is it not? 

Mr. McFADDEN. It would also prohibit those State banks 
which are members of the reserve system from having branches 
within cities. · 

Mr. HILL of Maryland. But does it not also prohibit na­
tional banks in those States from establishing branch banks 
1f those States in the future permit State banks to have branch 
banks? 

Mr. McFADDEN. That la exactly what it does. As I have 
said, without the Hull amendments they would have that right 
automatically, but if any State in the future should give the 
State banks the right to have branches within city limits then 
it would require national legislation before a national bank 
could have that right. 

Mr. ffiLL of :Maryland. Will this be the situation; This 
bill will take care of the present competition between State 
banks and national banks, but if five States within the next 
year create State branch banking, national banks in those 
States will be in precisely the same position as are the na­
tional banks at the present time, and for which this legislation 
is intended? 

Mr. McF .ADD EN. The gentleman is entirely correct. 
lli. HILL of Maryland. Just one more question: Then the 

whole problem would have to be worked over again, and 
should we not at the present time take care of that situation? 
I may say that the State of Maryland permits branch banking, 
so that it is not a vital questlon to my constituents; but I 
think, inasmuch as we have a bill which ls a permanen~ policy 
and not merely a temporary expedient, we should taka care 
o:f the situation in those States which may pass legislation 
permitting branch banking. 

Mr. MORTON D. HULL. May I answer the gentleman's 
question? 

Mr. HILL of Maryland. Certainly. 
1\lr. MORTON D. HULL. You can make absurd the com­

monest precept of common sense by a hypothetical ease, but 
let us look at the proposition. in the light of probability and 
1n the light of the ordinary motives of human action. If you 
have made it impossible for national banks in those States to 
have branch banks without a change in the law, and if you 
have made it impossible for State banks -which are members 
of the Federal reserve system to have branch banks and main­
tain their membership, the probabilities are that your hypo-
thetical question iB wasted, and that there would not be any 
changes in the law. · 

The CHAIRMAN. The time of the ~entl.eman from P-enn­
sylvania has expired. 

Mr. HILL of Maryland. Mr. Ohairmallt I ask that the gen­
tleman ha:va two more minutes, so that I may ask him some 
additional questions. 

The CHAIRMAN .. The gentleman may ask for recognition. 
Mr. HILL of Maryland. Then, Mr. Ohairman, I ask for 

recognition. 
The CHAIRMAN. The gentleman from Maryland is rec­

ognized. 
Mr. fiLL of Maryland. The gentleman has suggested that 

anything may be made absnrd by hypothetical questions and 
·cases. I am not in any possible way attempting to create any 
absurd situation, and if I have, it is because of my ignorance 
of the meaning of the proposed amendment and I am seeking 
light .on the amendment. I have not made up my mind how 
I shall vote on this Hull amendment. I voted against one of 
the same type yesterday because I thought I understood it. 
So I should like to put this question to the gentleman in ordt:>..r 
that I may clearly understand the proposition now before us. 

As I understand, if this legislation goes through, States 
which do not now permit branch banking may at their next 
legislature permit branch banking, but that then national 
banks in that State can not have branches and will be subject 
to the competition of State b1lllk.s with added branches. Now, 
as I understand lt, the purpose of th1s present legislation is to 
remedy that situation in States where there are State branch­
banking institutions 1n existence. I would like to ask if that 
is the case? 

Mr. MORTON D. HULL. That ls the same hypothetical 
question and naturally will have to have the same answer. 

Mr. IDLL of Maryland. What is the answer? 
Mr. MORTON D. HULL. The answer ls that you will have 

to come back to Congress and reconsider the case in the light 
of that action. 

Mr. HILL of Maryland. That ls just what I thought it did. 
That is what I wanted to get. In other words, it will be neces­
sary to have another act of Congress to take care of the situa­
tion in any State which, after the passage of this act, permits 
by new legislation State branch-banking competition with na­
tional banks. 

Mr. BEEDY. Will the gentleman from Maryland yield for a . 
question? 

Mr. HILL of Maryland. I yield to the gentleman. 
Mr. BEEDY. It ls known to the gentleman from Maryland 

that the majorlty of State banks are now outside the Federal 
reserve system, Is it not? 

Mr. IDLL of Maryland. Absolutely; and this will act as a 
deterrent to their joining the Federal reserve system. 

Mr. BEEDY. And doubtless the State legislatures would be 
willing in their future legislation to meet the demands of the 
majority of their State banking institutions if they touch the 
banking situation at all. 

Mr. HILL of Maryland. I think the gentleman has very 
clearly stated that point. I yield back the balance of my time. 

Mr. WILL!Al.fS of Michigan. Mr. Chairman, I have re-­
gretted very mucn the adoption of any of these Hull amend­
ments, and I feel that the adoption of this one ln particular 
would be harmful to the general banking situation so far as 
it affects the Federal reserve system. 

The gentleman from Illinois [Mr. HULL] advocates this 
present proposal because he wants to cut off the influence of 
national banks in attempting to secure the privilege of branch 
banking in certain States in whi-ch that Is not now permitted; 
but is it not true, in view of the fact that there are at least 
two and a half times as many State banking institutions in 
this country as there are national banks, the influence of the 
State banks upon the various legislatures would greatly ex­
ceed that of the national banks, and under this amendment 
the selfish interests of the State banks will be aroused in going 
to the l~gislature and telling the legislature, "If you will give 
us the privilege of branch banking in this State we will have 
1m advantage over the national banking system and will profit 
thereby." 

Furthermore, under the theory of this bill, the present pro­
tection of national banks in having so-called teller windows 
is entirely cut off, and the national banks under that kind of 
a situation would be.at the mercy of the State banks so far 
as competition is concerned. 

Mr. Chairman, I am not fully in approval of section 9 even 
.as lt stands in the bill. I have great apprehension as to what 
the effect .o:f section 9 in this bill will be with regard to the 
Fed~ral reserve system, and I wish the Members on this floor 
would again read the wording of section 9, and in that con­
nection keep in mind that under tbe Federal reserve act, as 
1t stands to-4ay, by amendment that was put tnto the statuto 

.: 
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to meet tile situation and to invite State bankS to come into 
tile Federal resen-e system, we find this language : 

Subject to the provi ions of this act and to the regulations of the 
board made ptu·suant thereto, any bank beeoming a member or the 
Federal reserve ystem hall retain its full charter and statutory 
rights as a State bank or trn t company, and may continue to exer­
cise all corporate powers granted it by the State in which it was 
created, and shall 1:1e entitled to all privileges of member banks. 

It was upon the basis of that assurance and the additional 
a ·surance contained in .correspondence with many of these 
large branch-banking sy ... tems that they have come into the 
Federal re er1e ystem, and now under the wording of section 
9 of this bill we take away the right extended to State insti­
tutions and change the entire policy of the law jn that regard. 

The CHA.IH.l\.IA....~. The time of the gentleman from Michi­
gan has expired. 

Mr. BEEDY. l\Ir. Chairman, I ask unanimous consent that 
the gentleman's time be extended one moment in order that 
I may ask a question for the information of the House. 

The CH.A.IR:\1AN. The gentleman from 1\~aine asks unani­
mous consent that the time of the gentleman from Michigan 
be extended one minute. Is there objection? 

There was no objection. 
.:\lr. BEEDY. Ha the gentleman been able to ascertain or 

has the gentleman heard any reason adyanced why people · in­
tere. ted in the~e Hull amendments did not present them to 
the committee and give u a chance to con ider them? 

::\1r. "\VILLIA~IS of Michigan. I have uot. 
l\.Ir. ~IORTO~ D. HCLL. I will answer that question be-

cause it is really directed to me. They were afterthougnts. 
~lr. BEEDY. Afterthoughts? 
~lr. MORTON D. HULL. Yes. 
l\Ir. BEEDY. And we had been considering this bill for 

t\Yo years? 
::\lr. MORTON D. HCLJJ. I have not been considering this 

bill for two years. This bill did not come out until last April. 
~lr. WIXGO. .Ir. Chairman, I moYe to strike out the last 

word. I would not take the time of the committee on this 
amendment were it not for the statement so ably and forcibly 
made by my colleague, the gentleman from Illinois, who bas 
just addressed the committee. I have great respect for the 
gentleman's judgment. He is one of the ablest Members of 
the Hou. e. The gentleman ha. shown by his· ·industry and 
hjs capacity that he is one of the ablest members of our 
committee. 

:Mr. WILLIA~IS of MiC'higan. I would like to ask the 
gentleman a question. The gentleman spoke about the gentle­
man from Illinois. Is the gentleman referring to Mr. HULL? 

:\Ir. 1\TNGO. I mean the gentleman from Michigan [1\Ir. 
WILLIAMs], but what I ~ay will equally apply to my friend, 
the gentleman from Illinois [Mr. MoRTON D. HeLL]. It is 
the argument of the gentleman from Michigan that I want to 
meet. 

I think the gentleman has fallen into an error and his con­
clusion is erroneou~. The gentleman reads tile guaranty that 
k in section 9 of the original Federal re erve act and which 
it:J now the law and leaves the implication that the Hull 
amendment impairs the Talue of that provi ion. 

Mr. WJLLIA~1S of Michigan. Will the gentleman yield? 
~lr. WIKGO. I yield. 
lir. WILLIA:llS of l\lichigan. I was addressing my remarks 

not only to the Hull amendment, but also to the wording of 
section 9 as it stands in the bill. 

Mr. WIXGO. That is h·ue, and the gentleman's conclusion 
is erroneous in both instances. 

This is no new que tion. The Banking and Currency Com­
mittee of the House in August, 1913, spent two days on this 
que tion, and the gentleman will find that the controversy was 
finally ettled in a very wise way, I think. 

If the gentleman will turn to the original act which is now 
the law, the gentleman will find that this is the plan that the 
committee finally agreed on with reference to State bank , 
which they embodied in the original act. 

That it is beyond the power of Congress to impair the char­
ter of tbe State banks, and being beyond _the power of Congress 
to impair that, it is beyond the power of Congress to authorize 
the Federal Reser1e Board to impair the charter rights. So 
when you admit the State banks to the Federal reserve system, 
unle s you exact from it before it comes in as a condition 
precedent to its admi sion a waiver of specific rights, you ctmld 
not control it after it is once in the system. 

'rhat do we do? In the very first part of the section 9, it 
yon ~ill tnrn to it-I will not undertake to quote the exact 
language-we provide for the adruis:sion of State banks, not ~s 

a matter of right, hot as a matter of open, unrestricted privi­
lege, altlwugh we proYide that they can come in that their 
admis~ion is subject to the rules and regulations to 'be proYided 
by the Federal Reserve Board~ I was one of the first to argue 
that I did not want a board to pa s on any of the e thing ; I 
wanted Congre s to lay down restrictions and rules. I was 
met by this argument and it convinced me: You do not do that 
to an applicant for a charter for a national bank; you set 
down the limits as to capital amotrnt; but we now leave the 
C_omptroller of the Currency the right to go into eacb indi­
VIdual application, and we only have general rule and regula­
tions to inquire into the surrounmngs of each individual ap­
plicant for a national-bank charter. Then it was urged-and 
I think the logic was unan. werable-that as far ·as we ought 
to go is to say that the capital amount of a State bank apply­
ing for membership shall be equal to the capital requirements 
for a national bank. This is the main statutory regulation of 
the law safeguarding again t tl1e evil of State bank , becau. e 
the evils of State banks are not uniform throughout the 
Nation. There are evils in one State that do not exi t in an­
other. There are peculiar conditions exi ting in every com­
munity and city that affect the oundness of that bank. 

The CHAIRMAN. The time of the gentleman from Arkan-
sas has expired. 

Mr. l\TKGO. I ask for five minutes more . 
The CHAIRMAN. I tllere objection"! 
'l'here was no objection. 
l\lr. WINGO. So it was argued that you have to leave 

something to the Jfederal Reserve Board to protect the sy tem 
against the lmsound State institutions coming in, that we 
migllt have the requisite· capital stock, and so we provided in 
the first part as a condition precedent that the board could 
make such rules and regulations as it saw fit, and in the last­
and it was said that it would be in the law anyway-! said I 
wanted it to appear affirmatively-that after they once got in 
the Federal Reserve Board shall have no right to impair the 
charters of the State institution . 
~ow, do we change it by the propo. ed amendment? I will 

now yield to the gentleman from Michigan. 
l\fr. WILLIAMS of Michigan. My poRition is that we do 

violate the terms and spirit of that part of tbc Federal resern~ 
act I read by the provisions in this bill which limits tlle right~ 
of member State banks to establish any additional branches 
out ide the city in which they are located, and by not permit­
ting Htate banks to come into the system without waiving aml 
giving up their rights. 

.Mr. WINGO. I will answer the gentleman's last statement 
first. We do not deny the spirit of the Federal rc.'erve act by 
denying membership to State banks in the future unle ·s they 
will surrender their branches out ide of the city. We want 
the State banks in to add strength to the sy tem, but we do 
not want to destroy the soundness of the y tem by permitting 
State l)anks to come in where the standard is below the stand­
ard fixed for national banks. 

What do we do in this bill? We say to national banks, men 
who want to put their capital together to get a charter a a 
national bank and thereby come into the Federal re erve sys­
tem-we say, whenever you do that you shall not llave the 
right to have a branch out. ide of the city where you are or­
ganiz-ed. So we say to the State banks, you are not per­
mitted if in the future you desire to join the sy ·tem-you mu t 
come in on a plain equality with the national banks; you 
must, as a condition precedent, waive your right to have a 
branch outside of the city, because we require a new national 
bank that comes into the system to confine its branches to the 
city and not enable it to have branches out ·ide. So, instead 
of discriminating against the State banks, we maintain the 
equilibrium ; we say, so far a. the e branch oftices are con­
cerned, we will give you the same privilege that 'Ye accord to 
national banks. 

l\1r. BEEDY. Will the gentleman yield? 
Mr. WINGO. Yes. 
Mr. BEEDY. I did not under. tand the gentleman from 

Michigan to make the point of di. crimination ; I tmder toocl 
his point to be that this section, if adopted, would intrench 
upon the full charter and statutory rights of the State ban.k.s. 
Now, will the gentleman allow me to ask him a que tion? 
Does the gentleman understand that the full tatutory an<.l 
charter rights of State banks to-day, in those- States permitting 
branch banks, allow them to hold and operate branch banks? 
The answer to that que tion is clearly an affirmative. 

Mr. WIXGO. No; it is not. 
Mr. BEEDY. Under its charter and statutory rights a State 

bank to-day in States permitting branch banking has the 
right to operate and ·maintain branches, has it not? 
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Mr. WINGO. No; not where it bas as a condition precedent 

to admission adoptcu a regulation of the board · that pre­
vents it. 

1\Ir. BEEDY. For the moment I am not considering any 
provi ions of the Federal Reserve Board at all. 

1\Ir. WINGO. But the gentleman has to. 
1\Ir. BEEDY. That is the next .step. 
Mr. WINGO. The gentleman has ·to. 
The CHAIRUAN. . Tile time of the gentleman from Arkansas 

has again expired. The question is on the amendment offered 
by the gentleman from Illinois. 

The question was taken; and on a divi ·ion (demanded by 
Mr. 1\Io&To~ D. HULL) there were-ayes 68, noes 29. 

So the amendment was agreed to. 
1\lr. STEVENSON. 1\Ir. Chairman, I offer the following 

amendment, which I send to the desk. 
The Clerk read as follows : 
.Amendment offered by Mr. STEIEXSO~: Page 11, line 13, after the 

word "further," strike out the remainder of the· paragraph and insert 
in lieu thereof the following: " That it shall be unlawful for any mem­
ber bank after the approval of this act to establish a branch beyond the 
corporate limits of the municipality in which such bank is located, 
and it shall be unlaWful for any such member bank. to maintain in 
operation any branch within the corporate limits of such a municipality 
where the population of the last decemrlal census is less than 25,000, 
and not more than one such branch whei·e such population is not less 
than 25,000 and not more than 50,000, and not more than two such 
branches where such population is no~ less than 50,000 and not more 
than 100,000, but these restrictions as to numbers shall not be con­
strued to require the relinquishment of any branches acquired prior 
to the approval of this act: And providea further, That the establi.sh­
ment of any branch by a member bank shall not require the approval 
of the Federal Reserve Board." 

1\Ir. McFADDEN. 1\Ir. Chaii·man, I accept that amendment. 
The CHAIRMAN. The question is on agreeing to the amend­

ment offered by the gentleman from South Carolina. 
The amendment was agreed to. 
1\Ir. BLACK of New York. 1\Ir. Chairman, I offer the follow­

ing amendment, which I send to the desk. 
The Clerk read as follows : 
.Amendment offered by 1\Ir . . BLACK of New York: rage 11, line 3, 

after the word "that," strike out everything down to the word "on," 
on line 7, page 11, and insert in lieu thereof the following: " Section 
9 of the Federal reserve act be amended to read as follows: 

" ' SEc. 9. Any bank incorporated by special law of any State, or 
organized under the general laws of any State or of the United States, 
desiring to become a member of the Federal reserve system, may make 
application to the Federal Reserve Board for the right .to subscribe to 
the stock of the Federal reserve bank organized within the dish·ict in 
which the applying bank is located. Such application hall be for the 
!'lame amount of stock that the applying bank would be required to 
subscribe to as a national bnnk. The Federal RC'serve Board may per­
mit the applying bank to become a stockholder of such Federal reserve 
bank il,it conforms to this act. 

" ' SECTIO:-o . I. BAXKS ELIGIBLE FOR MEMBERSlliP 

" ' In order to be eligible for membership in a Federal reserve bank, 
a State bank or trust company must have been incorporated under 
a special or general law of the State or district in which it is located. 

"'No applying bank can be admitted to membership in a Federal 
reserve bank unless-

" '(a) It posses es a paid-up, unimpaired capital sufficient to entitle 
it to become a national banking association in the place where it is 
situated, under the provisions of the national bank act, or 

" '(b) It posses es a paid-up, unimpaired capital of at least 60 per 
cent of such amount, and, under penalty of loss of membership, com­
plies with the provisions of this act fixing the time within which and 
the method by which the unimpaired capital of such bank shall be 
increased out of net income to equal the capital required under (a). 

" ' In order to become a member of- the Federal reserve system, there­
fore, any State bank or trust com~;>any must have a minimum paid-up 
capital stock at the time it becomes a member, as follows: 

If locat~d in a city or town with a population of-

Not exceeding 3,000 inhabitants ___________________________ _ 
Exceeding 3,000 but not exceeding 6,000 inhabitants _______ _ 
Exceeding 6,000 but not exceeding 50,000 inhabitants ______ _ 
Exceeding 50,000 inhabitants _______ ------- ________________ _ 

Minimum Minimum 
capital if capital if 
admitted admitted 

under under . 
clause (a) clause (b) 

m.ooo 
50,000 

100,000 
200,000 

$15,00> 
30,000 
60,000 

120,000 

- -
"'~y bank admitted to membership under clause (b) must also, as a 

condition of membership, the violation of which will subject it to ex­
pu~sion from the Federal reserve system, increase its paid-up and unim­
paued capital within five years after the approval of its application 
by the Federal Reser\e Board to the amount requii·ed under (a). For 
the purpose of providing for such increase every such bank shall set 
aside each ye:u· in a fund exclusively applicable to such capital increase 
not less than 50 per cent of its net earnings for~ the ·preceding year 
prior to the payment of dividends, and if such net earnings exceed 13 
per cent of the paid-up capital of such bank, then all net earnings in 
excess of 6 per cent of the paid-up capital shall be carried to such fund, 
until such fund is large enough to provide for the necessary increase 
In capital. Whenever such fund shall be large enough to provide fol.' 
the necessary increase in capital, or at such other time as the Federal 
Reserve Board may require, such fund, or as much thereof as may be 
necessary, shall be converted into capital by a stock dividend or usell 
in any other manner permitted by State law to increase the capital 
of such bank to the amount required under (a) : Pro vided, ltorcae1·, 
That such bank may be excused in whole or in part from compliance 
with the terms of this paragraph if it increases its capital through the 
sale of additional stock: P1·or;ided fut·thel·, That nothing herein con­
tained shall be construed as requiring any such bank to violate any pro­
vision of State law, and in any case in which the requirements of this 
paragt·aph are inconsistent with the requirements of State law the re­
quirements of this paragraph may be waived and the subject covered by 
a special condition of membership to be prescribed by the Federal Re­
serve Board. 

"'The application for membership shall be on such forms as pre­
" scribed by the Federal Resern Board and shall be subject to such rules 
and regulations as the board may prescribe within the provisions of the 
Federal reserve act. 

"'In passing upon an application the Federal Reserye Board shall 
consider- · 

"'(a) The financial condition of the applying bank or trust company 
and the general character of its management ; 

" '(b) Whether the corporate powers exercised by the applying bank 
or trust company are consistent with the purposes of the Federal 
reserve act; and 

"'(c) Whether the laws of the State or district in which the apply­
ing bank or trust company is located contain provisions likely to pre­
\ent proper compliance with the provisions of the Federal reserve act 
and the regulations of the Federal Reserve Board made in conformity 
therewith. 

" ' Such bank or trust company shall conduct its business and exercise 
its powers with due regard to the safety of its customers. 

" ' Such bank or trust company shaH not reduce its capital tock 
except with the permission of the Federal Reserve Board. 

" ' Such bank or trust company shall reduce to and maintain within 
limits prescribed by the laws of the State in which it is located any 
loan which may be in excess of such limits. 

" ' Such bank or trust company ~ay accept draft and bills of exchange 
drawn upon it of any charactel· permitted by the laws of the State 
of its incorporation, but the aggregate amount of all acceptances 
outstanding at any one time shall not exceed the limitations imposed 
by section 13 of the Federal reserve act; that is, the aggregate amount 
of acceptances outstanding at any one time which are drawn for the 
purpose of furnishing dollar exchange in countries specified by the 
Federal Reserve Board shall not exceed 50 per cent of its capit:;J 
and surplus, and the aggregate aiilount of all other acceptances, 
whether domestic or foreign, outstanding at any one time shall not 
exceed 5.0 per cent of its capital and surplus, except that the Fed~ral 

· Reserve Board, upon the application of such bank or trust company, 
may increase this limit from 50 per cent to 100 per cent of its capital 
and surplus: Provided, hou:erer, That in no event shall the aggregate 
amount of domestic acceptances outstanding at any one time exceed 
50 per cent of the capital and surplus of such bank or trust company. 

" ' The bottrd of directors of said bank or trust company shall adopt 
a resolution authorizing the interchange of reports and information 
between the Federal reserve bank of the district in which such bank 
or trust company is located and the banking authorities of the State 
in which such bank is located. 

" ' Whenever the Federal ReseHe Board shall permit the applying 
bank to become a stockholder in the Federal reserve bank of the dis­
trict its stock subsCiiption shall be payable on call of the Federal Re­
serve Board, and stock issued to it shall be held subject to the pro­
visions of this act. 

"'All banks admitted to membership under authority of this section 
.shall be required to comply with the reserve and capital requirements 
of this act and to conform to those provisions of law imposed on 
national banks which prohibit such banks from lending on or purcha ing 
their own tock, which relate to the withdrawal or impairment of their 
capital stock, and which relates to the payment of-unearned dividends. 
Such banks and the officers, agents, and employees thereof shall also 
be subject to the provisions of and to the penalties prescribed by section 
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5209 of the Revised Statutes, and shall be requ.lred to make reports 
of condition and of the payment of dividends to the Federal reserve 
ban1l: of which they become a member. Not less than three of such 
rl'ports shall be made annually on call of the Federal reserve bank on 
dates to be fixed by the Federal Reserve Board. Failure to make such 
reports within 10 days after the date they are called for shall subject 
the offending bank to a penalty of $100 a day for '8a.Ch day that it 
fails to tran!Ullit such report, snch penalty to be collected by the 
Federal reserve bank by suit or otherwise. 

"'The Federal Reserve Board shall have the right to order a mem-
ber bank-

" ' To discontinue any unlawful or unsafe practice~ 
" ' To make good an impairment of its capitaL 
" ' To make good encroachments upon reserves. 
11 

' To comply fully with any of the applicable provisions of this act. 
" 'As a condition of membership such banks shall likewise be subject 

to examinations made by direction of the Federal Reserve Board or of 
the Federal reserve bank by examiners selected or approved by the 
Federal Reserve Board. 

" ' Whenever the directors of the Federal reserve bank shall approve 
the examinations made by the State authorities, such examinations 
and the reports thereof may be accepted in lieu of examinations made 
by examiners selected or approved by the Federal Reserve Board : Pro­
v-ided, however, That when it deems it necessary the board may order 
special examinations by examiners of its own selection and shall 1n all 
cases approve the form of the report. The expenses o! all examina­
tions, other than those made by State authorities, shall be assessed 
against and paid by the banks examined. • • 

" ' I! at any time it shall appear to the Federal Reserve Board that a 
member bank has failed to comply with the provisions of this section, 
1t shall be within the power of the board after hearing to require such 
bank to surrender its stock in the Federal reserve bank and to forfeit 
all rights and privileges of membership. The Federal Reserve Board 
may restore membel."Ship upon doe proof of compliance with the condi· 
tions imposed by this section. 

" 'Any State bank or trust company desiring to withdraw from mem­
bership In a Federal reserve bank may do so, after slx months' written 
notice shall have been filed with the Federal Reserve Board. upon the 
surrender and cancellation of an of its holdings of capital stock in the 
Federal reserve bank: Provided, howet·er, That no Federal Reserve bank 
shall, except under express authority of the Federal Reserve Board, 
cancel within the same calendar year more than 25 per cent of Its cap­
ital stock for the purpose of effecting voluntary withdrawals during 
that year. All snch appllcatlons shall be dealt with in the order in 
which they are filed with the board. Whenever a member bank shall 
surrender its stock holdings in 'e. Federal reserve bank, or shall be 
ordered to do so by the Federal Reserve Board, under authority of 
law, all of its rights and prtvlleges as a member bank shall thereupon 
cease and determine, and atter due provision has been made for any 
indebtedness due or to become due to the Federal reserve bank it shall 
be entitled to a retund of its cash-paid subscription with interest at the 
rate of one-half ol 1 per cent per month from date of last dividend, it 
earned, the amount refunded in no event to exceed the book value of 
the stock at that time, and shall likewise be entitled to repayment of 
deposits and of any other balance due from the Federal reserve bank. 

" ' Banks becoming members of the F-ederal reserve system under au­
thority of this section shall be subject to the provisions of this section 
and to those of this act which relate specifically to member banks, but 
shall not be subject to examination under the provisions of the first 
two paragraphs of section 5240 of the Revised Statutes as amended by 
section 21 of this act. Subject to the provisions of this act made 
pursuant thereto, any bank becoming a member of the F~al reserve 
system shall retain its full charter and statutory rights as a State 
bank or trust company and may continue to exercise all corporate 
powers granted it by the State in which it was created and -shall be 
entitled to all provileges of member banks : Provided, hou,ever, That 
no Fedet·al reserve bank shall be permitted to discount for any State 
bank or trust company notes, drafts, or bills of exchange of any one 
borrower who is liable for borrowed money to snch State bunk 1>r trust 
company in an amount greater than that which could be borrowed 
lawfully from such State bank or trust company were it a national 
banking association. 

"'The Federal reserve bank, as a condition of the discount of notes, 
dr:l!ts, and bills of exchange for such State bank or trust company, 
shall require a certificate or guaranty to the effect that the borTower is 
not liable to such bank in excess of the amount provided by this sec­
tion and will not be permitted to become liable in excess of this amount 
while su.cb notes, drafts, or bills of exchange are under discount with 
the Federal reserve bank. 

"'It shall be unlawful for any officer, clerk, or agent of any bank 
admitted to membership und~r authority of this sectron to certify any 
check drawn upon such bank unless the person or company drawing the 
check has on deposit tberewith at the time such check is certified an 
amount of money equal to the amount speci.fuld in su-ch -check. Any 
check so certified by duly authorized officers shall be a good and valid 

obligation aga..lnst such bank, but the act of any such officer, cl~rk, or 
agent in violaiton of this section may subject such bank to a for­
feiture ot Its membership in the Federal reserve system upon hearing 
by the Federal Reserve Board.' " 

Mr. LUCFJ. Mr. Chairman, I make the point of order 
against the amendment upon the ground that it is not germane. 

The CHAIRMAN. The gentleman from Massachusetts makes 
the point of order against the amendment that it is not ger­
mane. Does the gentleman from New York desire to be heard 
upon the point of order? 

Mr. BLACK of New York. 1\~. Chairman, the amendment 
that I have just offered proposes certain limitations and quali­
fications to section 9 of the Federal reserve act. .Already to­
day we have adopted to the amendments proposed by the chair­
man of the committee three further qualifications to section 9 
of the Federal reserve act. The bill itself proposes two qualifi­
cations to section 9. I am proposing additional qualiilcations, 
and on that ground alone I think that the amendment is ger­
mane. I have accepted for the purpose of this amendment all 
the language now in the bill plus the amendments offered to­
day, so that I might come within the ruling of the chairman 
yesterday on the Celler amendment, on the ground that these I 
offer are additional limitations to those proposed by the bill 
and accepted ·to-day by the committee. I also think that it is 
germane because this bill generally and vitally affects the en­
tire Federal .reserve act, and · that being so, I think the entire 
Federal reserve act is thrown open to amendment at this time. 
I am not trying to . do that. I am trying to amend just one 
section of the act, although the bill itself goes to the very 
limit in amendments to the Federal reserve act, to the extent 
of transforming the entire original purpose of the act. 

Furthermore, I think it is germane on the logic of the situa­
tion. According to statements made on the floor of this House 
by those who offer this bill, according to the report of . the 
comntittee on the bill, the purpose of the bfil is to equalize 
competition between Federal reserve members who happen to 
be in the national system and the Federal reserve members who 
happen to be in the various State systems. My amendment 
does the very thing that is intended to be done by the bill. I 
intend by this amendment, without going into its merits now, 
to state my construction of it and the purpose as appears in the 
hearings on the bill is to equalize competition, so that I say 
that I am within those precedents that require an amendment 
to be in the logical order of the bilL 

Therefore, under the artificial things, first, I am offering 
new qualifications to a section that has already been qualified 
by the committee; secondly, under those precedents that throw 
on the floor of the House a bill that is amended in several par­
ticulars and generally and vitally amen-ded, I come within the 
rule, because this bill does that; third, I come within the logic 
of the situation because I intend to do by this amendment the 
very thing that those who propose this bill intend to do. 
Above all things, I come within the ruling of the cllairman 
yesterday on a somewhat similar amendment to a prior section 
of ·the bill. 

Mr. LUCE. Ordinarily, in my judgment, not much 'advan­
tage is gained by a detailed discussion of. points of order, but 
this particular point is so delicate and its decision may have 
such an important effect upon the future course of procedure 
that I crave the indulgence of the Ohair if I call his attention 
to the aspects of the case which parti~ularly appeal to me; 
and I may say that I do this without particular sympathy with 
my own position, because I have thought that the practice of 
the House in the matter of germa.neness, which is more strict 
than in any other legislative body with. which I am acquainted, 
has gone beyond the legitimate line. But, sir, accepting the 
practice of the House as we find it, and not differing from our 
predecessors as to the wisdom of this practice, but attempting 
to apply the precedents, this particular situation deserves con­
sideration. 

The gentleman who has submitted the amendment would not, 
~f course, contend that the whole subject of banking is under 
consideration. 

Inside of that subject he would not -eontenu that the whole 
question of National and State banks is under consideration. 
Confining the matter still further, he probably would not con­
tend that because the law known as the Federal reserve act 
is under consideration it is open to amendment in eve-ry par­
ticular. But presumably he would contend that inasmuch as a 
proposal to amend a certain paragraph of that act is now be­
fore the committee it is within his province to amend that 
;paragraph in some other particular. It is of course familiar­
it has been held again and again-that because an act is under 
eonsideration it does not neces.<:l3.rily follow 'that any and every 
amendment is permissible. The same logic would compel us 
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to hold, it seems to me, that because a section is tmder consid­
eration it does not follow that any possible amendment is pe1.·- · 
missible. What amendments, then, are permissible? In order 
to determine whether some foreign matter is being brought 
under consideration in the guise of an amendment we have to 
consider the substance of the topic under consideration, which 
in this particular case is the matter of branch banking. If thl:\t 
is admitted, then the fundamental principles of the doctrine of 
germaneness arise. This doctrine has two factors, one that of 
preliminary study by a committee; the other that of surprise. 
The rule exists in order to provide that there shall not be 
presented to this House propositions that committees have not 
studied and proposi ions about which Members have had no 
warning. In this instance the lack of response to the pur­
poses of the rule is palpable. The committee has not studied 
the proposal now presented. Secondly, the House has had no 
proper warning that the matter of rules and regulations issued 
by the Federal Reserve Board would be tmder consideration. 
For these reasons the two causes for the existence of the rule 
about germaneness seem to me to prevent the consideration 
of the gentleman's amendment 

Mr. SNELL. Mr. Chairman, I appreciate there is a very 
fine question involved here, and one on which there is consider­
able difference of opi.nion, and the real crux of the situation is 
whether the amendment presented by the gentleman from 
New York [.Mr. BLACK] goes too far in its scope. I maintain 
that from the general provisions of this bill, from the original 
title which prO\·ides "for the consolidation of national bank­
ing a sociations" in a number of different sections and also 
amends four sections of the Federal reserve act, that this is 
general legislation and amends the general law in several 
particulars. If you can amend four provisions of the Federal 
reser\e act in a bill, it is certainly in order to offer a germane 
amendment that amends a fifth provision and so on. Now, at 
the present time we are proposing to amend section 9 of the 
present bill which purports to amend section 9 of the Federal 
reserve act and does do it in several particulars and therefore 
opens up this whole proposition. I maintain that if you can 
offer four amendments to section 9 of the Federal reserve act, 
as the committee is doing under the present bill, you can also 
offer, and it is germane, 14. The present bill authorizes four 
distinct qualifications that a member bank must have to be 
qualified to enter or remain in the Federal reserve system. 
This deals entirely with the qualifications that a bank must 
pos ess in order to be permitted to remain in the Federal 
reserve system. If the committee bill amends that section in 
four specific provisions, as it does, by definitely stating that 
any such applying bank must ·be a stockholder, must do so 
and so, and then provides further that no member bank shall 
after the appro\al of this act be permitted to establish banks 
beyond the corporate limits and als.o in reference to foreign 
banking, it opens up the subject of requisites or qualifications 
of member banks. The amendment presented by the gentle­
man from New York [~lr. BI,ACK] deal.s entirely with condi­
tions that must be complied with by State banks in order to 
be and remain members of the Federal reser\e system. It may 
go a little further than the committee amendments do but it 
brings in absolutely no new matter, and does not in any way 
seek to amend or repeal the Federal reserve act except as it 
applies to the subject under discus ion, and I maintain under 
the general pro\isions of the rules it is in order. 

l\lr. CHINDBLOl\l. 1\Ir. Chairman, this is not, in my opin­
ion, a question of mathematics as to how many sections of the 
Federal reser-re act may be amended, nor in how many par­
ticulars the Federal reserve act may be ·amended, by the 
amendment proposed by the gentleman from New York. It is 
offered, in fact, as a substitute for what is contained in section 
9 of this bill and must be germane to that section. The sub­
stance of the amendment--

Ur. BLACK of New York. Will . the gentleman yield? 
Mr. CHINDBLO:ll. Is the determining factor in the ar­

gument. 
1\lr. BLACK of Kew York. I will state to the gentleman 

that I accept the language of the bill in addition to this. 
Mr. CHINDBLO:M. That goes further in support of my 

position, that it is a substitute for section 9. Being a sub­
stitute for section 9 it must be germane in subsbtance and in 
subject matter to what is in section 9. 

J\lr. SNELL. Will the gentleman yield? 
1\Ir. CHINDBLOM. I do. 
Mr. SNELL. Does not section 9 ·deal with the qualifica­

tions that a State bank must possess in order to become a 
member or stay in the Federal reserve system? 

Ur. CH1NDBL01\1. Section 9, I will say to the gentle­
map, from. a comprehensive reading and study will appear to 
apply to the one subject of branch banking. 

Mr. SNELL. It states specifically the conditions that the 
banks mu t comply with if they are going to enter the Federal 
reser-re system. Is not that so? 

.Mr. CHINDBLOM. The subject is branch banking, and it 
relates only to branch banking, and of course the subject of 
branch banking may affect the admission of banks into the 
Federal reserve system. 

Mr. SNELL. Is not that the special thing that is applied 
to branch banking-how you can get into the Federal resene 
system? 

Mr. CHINDBLOM. No. 
Mr. SNELL. Then I can not tmderstand the amendment, if 

that is not it. 
Mr. CHINDBLOM. It does not . cover that subject. It re­

lates only to certain aspects of the effect of branch banking 
upon the members of the Federal reserve system. 

The gentleman from New York [Mr. BLACK] has attempted 
by his amendment to amend the entire section 9 of the Federal 
reserve act. He covers the whole subject of admission of 
member banks into the Federal resene system, of their con­
duct during their membership, and all the details relative to 
the acquisition of membership and the holding and retaining 
of membership ; and it seems to me perfectly clear that the 
amendment goes way beyond anything in section 9 of the 
pending bill. 

Mr. SNELL. The amendment prondes ' that no member can 
remain in the Federal reser-re system if it goes out'3ide the 
limits of the city. · 

1\Ir. CHINDBLOM. But section 9 in the bill relates only to 
limitations on membership arising out of the operation of branch 
banks, I submit to the Chair. 

MESSAGE FROM THE SENATE 
The committee informally rose; and the Speaker having 

taken the chair, a message from the Senate by Mr. Craven, 
one of its clerks, announced that the Senate had insisted upon 
its amendments to the bill (H. R. 11308) making appropria­
tions to supply m·gent deficiencies in certain appropriations for 
the fiscal year ending June 30, 1925, and for other purposest 
disagreed to by the House of Representatives, had agreed to 
the conference asked by the House on the disagreeing voteli 
of the two Houses thereon, and had appointed Mr. W ARRENl 
Mr. CURTIS, and Mr. OvERMAN as the conferees on the part o 
the Senate. 

The message also announced that the Senate had agreed to 
the report of the committee of conference on the disagreeing 
\otes of the two Rouses on the amendments of the Senate to 
the bill (H. R. 10982) making appropriations for the Treasury 
and Post Office Departments for the fiscal year ending Jtme 
30, 1926, and for other purposes. 

CONSOLIDATION OF NATIONAL BANKING ASSOCIATIONS 
The committee resumed its session. 
Mr. STEVENSON. Mr. Chairman, I desire for a minute 

to call attention to tbe question that is before us. Section 9 
of this bill does not deal with the power of the Federal Re­
serve Board and the general rule for receiving members into 
the Federal reserve system. It assumes that law as it is, 
which is already enacted, and all the details are put in that 
are necessary, and that is the law. 

This section merely proposes to impose a condition to the 
exercise of power under that act; that is, the condition that 
the board, under the condition stated her~, shall not receive 
another bank as a member of the system. 

Mr. SNELL. Mr. Chairman, will the gentleman yield there 
for a question? 

Mr. STEVENSON. Not just now. 
This simply adds a condition to the reception of the mem­

ber banks. 
What does the proposed amendment propose to do? That 

is getting at the question of whether it is germane to this sec­
tion. It not only undertakes to limit the power of the Re­
serve Board to admit other members, but it undertakes also 
to say what kind of an application shall be made, and it re­
writes the law as to State branch banking on the part of a 
member bank. It undertakes to rewrite the whole law which 
enables a member to come into the system and everything 
connected with it, and therefore it is far beyond and foreign 
to the propositon contained in the bill. [Applause.] 

1\!r. BLACK of New York. Mr. Chairman, in answer to the 
point made by the gentleman from Massachusetts [Mr. LucE], 
that I ha\e taken the House by surprise by my amendment, I 
wish to contradict that statement as a statement of fact. In 
the first place, last Friday I indicated that I would offer such 
1l.ll amendment as this. In the next place, last Friday I in­
serted in the RECORD this amendment, and on several pages 
of the hearings on this bill the regulations covered by the 
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amendment were discussed. So that I do not think there can 
be such a ground of objection to this amendment. 

l\Ir. LUCE. 1\Ir. Chairman, will the gentleman yield? 
lr. BLACK of New York. Yes. 

lfr. LUOE. I used the phrase "by surprise" in a technical 
sense. 

Mr. BLACK of New York. Yes. I am discussing this bill 
technically, and I realize that the gentleman did not mean 
alarm by his statement. 

Mr. LUCE. I meant without official notice. 
1\:lr. BLACK of New York. The gentleman from Illinois 

[:Mr. CHINDBLOM] finds fault by suggesting that mathematics 
has nothing to do with the situation. By mathematics he 
means form1 and form and stxucture have a great deal to do 
with legislation. I want to point out this, that there are two 
types of precedents in this House. One goes to the form of an 
amendment, to the scientific structure of legislation, and the 
other goes to the substantial features of legislation, your rea­
son and purpose. I am within both of them. I am amending 
section 9 of the Federal reserve act, which· we a.re amending 
by this bill, to which you have. already made certain amend­
ments in the very amendments offered by the gentleman from 
Illinois [Mr. MoRTON D. HULL] and the gentleman from South 
Carolina [Mr. STEVENSON]. Those amendments are, it is true, 
amendments to section 9 of the bill, which contain amendments 
that may be made ·to section 9 of the Federal reserve act. 
They are in the main connected up with the purpose of the 
bill in language and in form and in every thought uttered on 
this fi.oor in connection with the legislation by the proponents 
of the bill. 

The CHAIRMAN. The Ohair is ready to rule. The purpose 
of the bill under consideration is to amend the act of 1918 
providing for the consolidation of national banking associa­
tions and of bunking associations organized under the laws 
of the States and also to permit under certain circum­
stances the establishment of branch banks in a municipality 
and to limit branch ba.nking in other circumstances, and to 
amend both the laws creating national banking associations 

' and the Federal reserve system in certain specific details, none 
of which goes to the structure of either the national banking 
law or the Federal reserve act. 

It must be conceded that the amendment offered by the gen­
tleman from New York [Mr. BLACK}, whi-ch seeks to set out a 
number of conditions and limitations which the Federal Re­
serve Board must apply to banks seeking admission to the 
Federal reserve system-It must be conceded that those am~nd­
ments of the gentleman from New York have nothing in com­
mon with any of the specific purposes of the bill under con­
sideration. Consequently those who hold that this amendment 
as proposed is in order must rely upon a rule which has been 
stated by the gentleman from New York, and which tn con­
cise language would be this : That to a bill amending an act 
in a number of particulars, an amendment repealing that act 
or amending any portion of that act is germane. 

Now, if that were the rule, the amendment of the gentleman 
from New York would be in order. But it so happens that that 
rule is qualitied in a very important particular : The bill under 
consideration must vitally affect and amend the whole act, to 
amend which it is offered, in order to make an amendment to 
another portion of the act germane. It is perfectly clear that 
neither in any vital particular nor in its structure is the na­
tional bank act or the Federal reserve act affected by the bill 
under consideration. Consequently this amendment, offered by 
the gentleman from New York, imposing new conditions upon 
the admission of State banks into the Federal reserve system 
in particulars which are not touched upon by the bill H. R. 
8887 is not germane, does not come within the rule, and is 
not in order at any point in this bill. 

The Chair thought it well to cover the broader subject in 
order to avoid the possibility of the same amendment being 
offered in some other form at another portion of the bill or as 
a new section. 

In no event is it germane to section 9, because it is not ger­
mane to the subject matter of section 9, which is solely a limi­
tation of branch banking by State institutions in connection 
with their becoming members of the Federal reserve system. 
That is the only subject covered in section 9 of the bill Con­
sequently, in view of the rule that an amendment must not 
only be germane to the bill but to the section to which it is 
offered, this amendment is not in order, and the Chair sustains 
the point of order. 

1\Ir . .ALDRICH. Mr. Chairman,-I move to strike out the last 
word. I offer this pro forma amendment for the purpose of 
asking the chairman a question. Section 9 purports to be an 
~endment of ~he Federal ~eserve act. and it reads: 

That the first paragraph of section 9 of the Federal reserve act be 
amended by adding at the end thereof two provisions and a new para~ 
graph to read as follows--

Then it goes on in quotation and reads-
Protided_, That on and after the approval of this act the board­

And so forth. Now, do the words " this act , refer to the 
"Federal reserve act or to H. R. 8887? 

Mr. McFADDEN. They refer to H. R. 8887, this bill. 
Mr. ALDRICH. And that would be true of line 13, too, I 

suppose? 
Mr. MoFADDE..~. It would; yes. 
Mr. ALDRICH. Then, again, in line ,1.9 appear the words 

" the last decennial census., I wonder whether they mean the 
last decennial ~ellSUB prior to the Federal reserve act, prior to 
this act,. or pnor to the date of the application of a bank to 
come into the Federal reserve system. 

Mr. MoF .ADDIDN. Prior to the date of the application of a 
bank, as I understand it. 

Mr. ALDRICH. I realize that this language has been 
stricken out, but the same language is used in the amendment. 
Mr. Chairman, I withdraw the pro forma amendment. 

The Clerk read as follows: 
SEC. 14. That the fourth paragraph of section 13 of the Federal 

reserve act be amended to read as follows : 
''The aggregate of such notes, drafts, and bills bearing the signature 

or indorsement of any one borrower, whether a person, company, fum, 
or corporation, rediscounted for any one bank shall at no time exceed 
10 per cent of the unimpaired capital and surplus of said bank; but 
this restriction shall not apply to tbe discount of obligations which are 
excepted under section 5200 of the Revised Statutes of the United 
States, as amended, trom the general limitation to 10 per cent of 
capital and surplus therein required." 

:Mr. McFA.DDEL.~. Mr. Chairman, I offer an amendment 
The CHAIRMAN (Mr. TILSON). The gentleman from Penn­

sylvania offers an amendment, which the Clerk will report. 
The Clerk read as follows: 
Amendment offered by Mr. McFADDEN: Page .20, line 9, after the 

word " follows " strike out ~ " The aggre.,o-ate of such notes, drafts, and 
bills bearing the signatU-re or indorsement of any one borrower. 
whether a person, company, firm, or corporation, rediscounted to~ 

any one bank shall at no time exceed 10 per cent of the unimpaired 
capital and surplus of said bank; but this restriction shall not apply 
to the discount of obligations which are excepted under section 52~ 
of the Revised Statutes of the United States as amended, trom the 
general limitation to 10 per cent of capital and surplus therein 
required," and Insert ln lieu thereof the following: 

"No Federal rese-rve bank shall discount for any 'member bank notes, 
drafts or bills of exchange of any one borrower in an amount greater 
than may be borrowed lawfully trom any national banking associa­
tion under the terms of section 5200 of the Revised Statutes, as 
amended: Pro-vided, hotoever, That nothing 1n this paragraph shall 
be construed to change the character or classes of paper now eligible 
for discount by Federal reserve banks." 

Mr. McFADDEN. The effect of this amendment simply 
broadens the limitation as to the amount of paper which may 
be rediscounted above the 10 per cent limit. For example, if 
a State member bank presents for rediscount agricultural 
paper which conforms to the provisions of section 13 of the 
Federal reser¥e act as to eligibility and to section 5200, Re­
vised Statutes, as to character and amount, this paper would 
under the bill be eligible for rediscount by a Federal reserve 
bank to the same extent as it would be eligible as a liability 
or obligation to a national bank under section 5200. In the 
absence of the amendment as proposed by section 14 of the 
bill, such paper, although otherwise eligible for redi count by 
a Federal reserve bank, would not be subject to such redis­
count beyond the 10 per cent of the unimpaired capital and 
surplus of the applying bank. 

I am of the opinion that the principle of this amendment is 
sound and that it should be adopted. 

I here insert copy of an editorial appearing in the New 
York Journal of Commerce, copy of a letter to the editor, and 
his answer: 
[From the New York City Journal of Commerce, December 8, 1924] 

HACKING AT OUR :BANKING SYSTEM 

Almost every legislator, certainly if he be a member of a baDking 
and currency committee, wants to take a little " tlyer " in Federal 
reserve legislation. The country has suft'ered seriously trom ama- · 
teurlsh work of this kind in ye&I·s past. and as a result has accumu­
lated on the statute book a job lot of injurious or obsol~te statutes. 
~us we have, for example, the Edge law providing_ for foreign 
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banking corporations, o! which very r~cently there were only two in 
existence, "one dead," as the poet expresses it, "the other p~werless 
to be born " ; the Phelan Act, which proved so disastrous after a year or 
two that action under it had to be "suspended"; and various Qthers. 

The latest of this inglorious line of measures is the McFadden bill. 
Unfortunately this proposal is on the surface a branch banking ~cme. 
Uost of It deals with branch banking and the major part <Jf the dis­
cussion of it relates to that subject. But study of the McFadden bill 
hows that its most important provisions have nothing to do with 

bramh banking but are intended to .affect the working of 1M Federal 
reserve system. This change is accomplished in a rather clever man­
ner. Section 5200 of the Revised Statutes has always been rather 
obscure and unce1·tain of interpretation. It provides certa.i:n t'estric­
tions and conditions under which paper may be discounted by national 
banks. Recognizing the desirability of clarification, the McFadden 
btil undertakes to restate the present provisions of section 5200 in 
plainer langua.g~ and with only minor modification. It then turns 
around and rdthout any flourish of drums or trumpets it, in a later 
s ction, makes the paper which is authorized under section 5200 
rediscountable at Federal reserve banks. 

Now, just what does this amount to? It would result, of course, 
in making a certain amount of paper eligible for -discount which here­
tofore .bas not been eligible. Why has it been resb:ieted? Simply be­
cause in aU central banking systems it is universally regarded as de­
sirable, if not absolutely Deces~ary, to prevent the rediscounting of 
paper that is not liquid or that is likely to become " frozen." The 
original Federal reserve act was very careful to atrord protection on 
this point, its put·pose being to admit to discount only those types of 
paper which unquestionably represeJ:lted actual sales of gQods by on-e 
business man to another. The act was particularlY careful te limit 
the issue of notes by providing that no such note ~ould be delivered 
to the reserve bank by a reserve agent until after liquid oommercial 
paper had been "put up·· to protect it. There was a loophole of 
danger in this situ.ation due to the fact that when the act was drafted 
no one expected a war to come on, with great lo ses of security. The 
act therefore left open the privilege of borrowing with Government 
bonds as security, while at the same time it allowed obligations of that 
sort to be used as protection for note issue. So when immense issues 
of Liberty bonds took place with corre ponding issu~ of notes against 
them the Federal reserve note speedily became something very similar 
to a bond-secured obligation of the old national bank variety. Banks, 
moreover, fo-tmd it very easy to borrow against the collateral which 
they were thus allowed to put up, and proceeded to do so. 

There bas been hotle that in due time after normal conditions bad 
been rE'stored the abuses of the w.ar period would be set .aside and the 
dictates of sound or " scientific " central banking would be again 
brought to the front. No such development has taken place, but in­
stead of that we now have the 'lcFadden bill, in which it is proposed 
to make these practices permanent-and worse than ever. For in­
stance, the McFadden bill in one of its provisions recognizes the au­
thority to borrow heavily on notes and dmfts secured by livestock. It 
then permits the r discounting of this paper without the usual limi­
tation upon such .instruments when olfered to a Federal reserve bank. 
In the same way it provides for the making of ol'dinary stock and 
bond collateral loans, then makes the note so protected eligible for 
rediscount. 

Thus the McFadden bill in an important respect undertakes to 
Qpset the whole principle upon which Federal reserve rediscounting 
was based. It is true that that principle got a body blow at the 
time when the immense outpourings of Liberty bonds occurred. The 
sy tem has, however, maintained its .attitude of aloofness from col­
lateral loans, at least in theory, and has always done lip service to 
the idea of business paper and liquidity in rediscounting. Yet, so far 
as is known, no active work is beiDg done by Federal reserve authorities 
to proteet the Reserve system from one of the most dangerous raids 
upon it that bas been planned In recent years. 

Can it be true that "leading bankers" or "banking authe>rities" 
are reaii y "behind" this bill under the pretense that it relates chiefly 
to brnneh banking and is designed to "settle~· that much-conte. ted 
issue? 1t is difficult to believe so. 

DECEliBEll 12, 1924. 
:Mr. H. PA11KER WILLIS, 

Edttor Journal o( Commerce, Neto York City, K. Y. 
MY DEAn Mn. WILLIS; On December 8 there appeared in the Journal 

of Commerce of New York .a leading editorial entitled •· Hacking at our 
banking system," which was devoted to an attack on section 14, pa.ge 
20, line 8, of Senate bill 3316. A similar bUl was introduced in the 
House by the writer as H. R. 8 137. 1 am not at all in discord with 
yonr views as expressed in this editorial, but you proceed upon the 
theory tbat tbis amendment is designed to extend the character of 
pn,per eligible for Tediscount to cover every species of paper covt>red 
in the ex~ptions of section 5200, Revised Statutes, as amended by 
this bill. Under your interpretation you ridicule the idea of a Federa1 
reser e bank rediscounting for a member bank note secured by stocks 
and bonds and by 1ivt!stock and the llh'"e. 

I 1lesire to say to you that it is oot the purpose <>f this amendment 
to change the character of paper eligible for rediscount by Federal 
reserve banks, but simply to enlarge the limitation upon the amount. 
In fact, the character of paper eligible for rediscount is fixed by lawt 
in the very section to which this amendmi!nt is made. There is im­
plied in the language of the proposed amendment after the word 
" obligations," page 20, line 15, the words " otherwise eligible for redis­
count." The effect of the am.endment. therefore, simply broadens the 
limitation AS to the amount of paper which may be rediscounted above 
10 per cent limit. For example, if a. State member bank presents for 
rediscount agricultural paper which conforms to the -provisions of sec­
tion 13 of the Federal reserve act as to eligibility and to section 5!:!00, 
Revised Statutes, .as to character and amount, th.iB paper would under 
the bill be eligible fur rediscount by a Federal reserve bank to the 
same extent as it would be eligible as .a liability or obligation to a. 
national bank under .section 5200. In the absenc-e -of the amend­
ment as proposed by section 14 of the bill, such paper, although other­
wise eligible for rediscount by a Federal re erve bank, would not be 
subject t<? such rediscount beyond the .10 per cent of the unimpaired 
capital and surplus of the applying bank. 

I am of the opinion that the principle of this amendment is sound, 
and no objection bas heretofore been Dlllde to it from any source. My 
purpose in calling this matter to your attention is to suggest tbat yon 
have been proceeding upon an erroneous interpretation of the int nt 
of the amendment. 

It is my desire to remove any doubt or ambiguity of languB.ge, 
and when the bill comes up for consideration on the floor of the 
House it will be my purpose to offer a redraft of the resolution so it 
will r-ead as follows : 

" No Federal reserve bank shall discount for any member bank notes, 
drafts, or bills of exeha:nge of any one borrower in an amount greater 
than may be borrowed lawfully from any .national banking as oda­
tion under the terms of section 5200 ot the Revised Statutes, as 
amended : Pt·o-rided, M'toever, That nothing in this paragraph shall be 
construed to change the character or classes of -paper now eligible for 
discount by Federal reserve bunks." 

This language, it seems to me, will accomplish exactly the same 
purpose as intended by the language in the bill. It does, however, 
f-ollow the form of a -previuus amendment to section 9, paragraph 10, 
of the Federal reserve act which reads as follows : 

" No Federal reserve bank hall be permitted to discount for any 
State bank OT trust company in an amount greater than that which 
could be borrowed lawfully from such State bank or trust company 
were it a national banking association." 

Knowing the aetive part that you took in the drafting of tbe Fed­
eral reserve aet and its Ol)€ration sub equently and your continued 
illterest therein, I felt justified in achising you as above. 

I am only trying -to be helpful, ana suggestions from people who 
know are always appreciated. 

Very truly yonrs, L. ~. MCFADDE~. 

THE JOURNAL OF COMMERCE AND COMMEllCIAL Bl:'LLETIN, 

New York, N. Y., Decemoer 16~ 192-.f. 
Hon. L. T. McFADDEN, 

Committee on Banking ana Currencl), 
House of Rep-remmtatives, Washington, D. 0. 

DEAR MR. M:cFADDEN: Your letter of December 12 has bE-en received 
and read with interest and approval. I am glad to know the position 
you ta.'ke and glad that there is no intention in the McFadden bill to 
alter the character of the paper eligilile for Tediseount. 

I think the pr-ovision which you speak of inserting will improve the 
language, and thus remove what eems to me a serious ambiguity in' 
the present bill. 

The real point of the complaint, of course, is found in the tact that 
such paper should be eligible for r disc<>unt with r en-e .banks at all. 
It never ought to have been made o rediscountable, and yet if political 
pres ·ure or agricultural necessity compelled it, then surely it should be 
held down to tbe minimum po sible figure, and we should not provide 
that increased quantities of it may be discounted with reserve banks. 
The effect <>f such action undoubtedly is to " freeze ·· the assets of 
reserve banks, as was the ca..,e in 1021 ; and I do not need to enlarge 
upon the dangers involved in that action. 

My opp1lsltion t-o the McFadden bill as drafted at the present time ia 
based entirely upon a desire to see the legislation that may be adopted 
on thl subjeet as thoroughly understood as possible and as free from 
uncertainties or ambiguities as possible. The change which you now 
propo·e '\\-ill evidently ·eliminate one such fault in the bill and thus 
undoubtedly improve lt. 

In "Or~r to put our readers <>n the right track with regard to the 
intent of th-e :JicFadden bUl are we warranted in printing youl' letter 
or not? We should be 'Very glad t-o be perm1tted to do so. 

Your very truly, 
H. PAllKElt WILLIS, Editor. 

Mr. l\IcF .ADD EN. In the way of additional .explanation I 
would say that the language of the amendment would accom-
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, plish exactly the same purpose as that intended by the lan-

guage of the bill ; that is to say, a Federal reserve bank would 
1 be permitted to discount for a member bank the same amount 
'of eligible paper which a national bank might advance under 
j the terms of section 5200, Revised Statutes, to a customer 
possessing such paper. However, the language of the bill has 
appeared ambiguous to certain students of the Federal reserve 
'system, and the fear has been expres ed that it would radically 
1 change the character of eligible paper by permitting the re­
: discount of paper not now eligible for rediscount. Such is not 
1 the intention of the language of the bill. It does not in any 
way broaden or change the character of eligible paper. The 
question of eligibility, being fixed by the Federal reserve act, is 
not involved, but only the amount which may be borrowed upon 
;paper already eligible. But in view of the fact that this lan­
guage has been misunderstood in several quarters, it is thought 
best to rewrite the paragraph so as to remove all question of 
doubt as to its true intent. 

Mr. 1\lcKEO,VN. Will the gentleman yield for a question? 
Mr. McFADDEN. Yes. 

· Mr. McKEOWN. Under the language contained in the 
amendment would it be possible for these marketing associa­
tions to obtain funds from their local banks rather than having 
to go to larger banks to get accommodations? 
' Mr. Mcll'ADDEN. The general amendments to section 5200, 
'lVhich are in this bill, greatly clarify that opportunity for those 
cooperative associations. 

Mr. McKEOWN. I will say to the gentleman that the Cotton 
·'Association, for instance, in Oklahoma, on account of the pres­
ent limitations, is compelled to go to New York City in order to 
get sufficient finances. 

l\Ir. McFADDEN. The gentleman will find that the amend· 
inents we have made to section 5200 cover his situation. In 
further answer to the gentleman from Oklahoma I would say 
that section 10 of the bill is a reenactment and clarification of 
section 5200 of the Revised Statutes, which imposes a general 
limitation of 10 per cent of the bank's capital and surplus upon 
loans to any one person. The general limitation of 10 per cent 
and the exceptions thereto, as written in the bill, remain 
practically the same as under existing law. The difficulty in 
the interpretation of section 5200, as it is now carried on the 
statute books, is due largely to the complexity of its language, 
amendments having been added from time to time to the 
original provision, and owing to the general confusion among 
those who are charged with the interpretation of the law, as 
well as those bankers of the country who are operating under 
this law, it was considered advisable to rewrite the whole 
section in precise legal terminology, so that exception to the 
10 per cent limitation would stand as a complete. statement 
capable of being interpreted with reference to any other part 
of the law. 

I appreciate the fact that the language of the bill is still 
necessarily technical, because it is dealing with the intricate 
processes involved in financing commercial transactions. I be­
lieve that those banks who wlll operate under this section will 
find no difficulty in understanding this section as now written. 
No section of this bill has had more careful consideration by 
your committee than has this section, and is the natural out­
growth of many consultations of Government officials and 
numerous bankers and their counsels from every part of the 
country. The language, as it no~ stands, will remove many 
difficulties confronting a national bank examiner in determin­
ing the legality of loans under their jurisdiction. 
DETAILED EXPLA.NATIO~ OF AME!\DME~T TO SECTIOY 5200, REVISED 

STATUTES 

The first pnragraph of the bill limits the total amount for 
which any one person may become liable to a national bank 
to not more than 10 per cent of the bank's capital and surplus. 
This is the same provision as that of the existing law. The 
language of the existing law is, however, clarified by this sec­
tion by defining the term "obligations" so as to include under 
the 10 per cent limitation both the person who is primarily 
liable upon paper discounted as well as the indorser, drawer, 
or guarantor wllere such indorser, drawer, or guarantor is the 
person who obtains the money from the bank for his own 
benefit. Under the exi ting law there is a twilight zone which 
makes it difficult to define or enforce this 10 per cent limitation 
against the person who although indirectly liable to the bank 
on the paper is in fact the person who is the real borrower. 
Such a borrower, however, may obtain an additional 15 per 
cent of the bank's capital and surplus under exception No. 4. 

1 Exception No. 1 is the same as the existing law and has been 
~part of the national bank act since 1864 . . 

Exception No. 2 remains also unchanged. 
Exception No. 3 is the same in substance as the existing law. 

The word "demand" is omitted in front of the word "obliga­
tions." Under the language in the bill both demand and time 
obligations would be eligible for exemption from the 10 per cent 
limitation. 

Exception No. 4 places a limitation of 15 per cent in addi­
tion to the 10 per cent of capital and surplus upon indorsed 
or guaranteed paper other than commercial paper. In other 
words, it allows a customer to discount in addition to his 10 
per cent line an additional line of 15 per cent of notes not 
arising directly out of commercial transactions. This would 
include such paper as renewed commercial paper, personal 
loans, notes in settlement of past due debts, notes given for the 
purchase of livestock, notes given for personal services and the 
like. At the present time there is no definite legal limitation 
upon the amount of this character of paper which a national 
bank may discount for any one customer. It would seem that 
15 per cent additional of such paper is regarded as ample lati­
tude for any national bank. As to renewed commercial paper 
this exception is a liberalization since renewed commercial 
paper now under the comptroller's rulings is thrown back upon 
the regular 10 per cent limitation. As to other notes indicated 
above, this exception may be regarded as a restriction since 
now they are regarded as exempt entirely from the 10 per ceilt 
limitation and can only be controlled through collateral pres­
sure brought by the comptroller. 

Exception No. 5 makes no change in the existing law. 
Bankers' acceptances are regarded as a highly desirable form 
of investment. They have a low discount rate. The following 
may be given as an example of a commercial transaction in­
volving a banker's acceptance. The seller of goods in a for­
eign country having made the necessary credit arrangements 
draws on a New York bank. When the New York bank ac­
cepts the draft it becomes the direct obligation of that bank 
and is known as a banker's acceptance, and as such may be 
purchased by any national bank without regard to the limita­
tion of section 5200. Again, a merchant in Chicago buying 
goods in New York may make arrangements with the Chicago 
bank to accep_t drafts drawn by him. He usually takes with 
him a letter of credit from the Chicago bank showing his 
authority to draw. He buys goods from a New York whole­
saler, draws on his Chicago bank, and the wholesaler through 
his New York bank transmits the draft for formal acceptance 
by the Chicago bank. The paper thus accepted becomes nego­
tiable paper subject to the exemption provided in this ex­
ception. 

Exception No. 6 covers transactions involving the marketing 
or temporary storage of readily nonmarketable perishable 
staples. It would cover such staples as cotton and wheat. It 
makes no restrictive change in the existing law, but makes the 
following liberalizations : 

(1) It changes the time limit at the end of the paragraph 
from 6 months in the existing law to 10 months and adds the 
words " arising from the same transaction and secured upon 
the identical staples." Under the existing law a customer may 
not have in the bank this class of paper for 6 months in any 
consecutive 12 months. In other words, he mu t be absolutely 
clear of the bank with this class of commodity paper for 6 
months out of any 12, regardless of the amount of such commod­
ities he may have. In other words, having one loan with the bank 
upon certain staples would bar ' him from making another loan 
upon different staples. A customer of the bank who may have 
~otton, tobacco, and livestock available for security at different 
time within the year could only have one loan running for 6 
months and no others until the lapse of 6 months. The bill 
would permit as many loans as there were staples to secure 
them to the extent of 115 per cent of the face amount of the 
notes and each such loan could run for a period of 10 months. 
Under the bill there must be a period of 2 month in any con­
secutive 12 months in which the customer must be clear as to 
the particular loan. In other words, the section particularly 
prevents the renewal of commodity paper in order that such 
commodities may be held for speculation. The customer must 
clean up each loan after a 10 months' period. 

(2) This exception al o makes another change in existing 
law by permitting an additional 5 per cent of capital and sur­
plus exemption for each additional 5 per cent increase in the 
value of such staples by a gradual gradation until the value of 
the staples is not less than 140 per cent of the final additional 
obligation. The increase in the exemption only applies as to 
the amount of money obtained each time additional security is 
put up. 

Exception No. 7 is substantially the same as existing law. 
Two changes in langu_age are zp.a~~a~ollow~ _: _ 
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( 1) The requirement for insnra.nce npon livestock is omitted. 

This requirement has been impossible of application and prac­
tice, as no insurance is carried on livestock Insur:mce require­
ments in the e}._isting law relate primarily to readily market­
able staples. 

{2) The 6 months' limitation in any consecutive 12 months, 
which WllS also intended by the existing Ia w to apply primailly 
to readily marketable staples, has been omitte<L so far as live­
stock is concerned. No time limit is put in this exception at 
all, that being a matter which should be left to the bankers 
who are familiar with the local conditions involving fattening 
and shipment of livestock. 

Exception No. 8 is the same as the existing law except the 
bill allows 15 per cent on Liberty bonds instead of 10 per ceirt. 

Exception No. 9 is new language. National banks at the 
present time are engaged to a greater or lesser extent in buy­
ing and selling investment securities. There is no express 
power given in the national banking laws authbrizing the con­
duct of this character af business. Nevertheless this is a form 
of service demanded by banks and it has come to be recognized 
as a legitimate banking service. 

Under section 5136, Revised Statutes, a national bank is au­
thorized to discount and negotiate promissory notes, drafts, 
bills of exchange, "and other evidences of debt." The Comp­
troller of the Currency has considered these investment securi­
ties as " other evidences of debt" and, therefore, authorized 
under the national bank act. This business, however,. has 
become too important to the banks to hang by such a slender 
thread of legal interpretation. This exception, therefore, in 
connection with the last section of the bill recognizes and 
legalizes this practice and limits the amount which any na­
tional bank can take of any one issue of securities to 25 per 
cent of the caPital and surplus of the bank. In other words, 
this exception properly considers a bond or debenture as an 
obligation which should be governed by the provisions of sec­
tion 5200, Revised Statutes. 

At the present time there is both uncertainty and inconsist­
ency in the legal status of this business which is being carried 
on withOtrt any legal restrictions, and, although recognized by 
the comptroller, he has found no provision in section 5200 ap­
plicable to the control of it. 

This exception will put no undue restriction upon the banks, 
since 25 per cent of capital and surplus of any one issue of 
bonds is considered ample latitude for any national banlr. 

Mr. WINGO. Mr. Chairman, I have not had an opportunity 
to study the amendment very closely, but I shall not oppose it 
on the assurance of the gentleman that it simply states in 
possibly better language what the bill already states. 

Section 5200, which we rewrote in the bill, together with 
the language that is stricken out, did arouse some fear in 
certain quarters. I understand that possibly our good friend 
Parker Willis was somewhat alarmed about the effect of the 
bill. · All we did in section 5200 was to rewrite it so as to restate 
it in language that could be understood. At the present time 
you can not get any two experts to agree on what section .5200 
means. You will have two bank examiners, equally proficient, 
disagreeing about its terms. One will hold one thing under 
section 5200, while the other will hold another thing in con­
nection with the same identical situation. 

The charge was made-and I am going to take advantage 
of this opportunity to suggest that the fear is ill-founded­
that by rewriting section 5200 we open the floodgates to a lot 
of frozen credits and permit them to get into the Federal re­
serve system. nut that was not the object. Section 5200, as 
it appears in the bill, was written by one of the ablest country 
bankers in America, George Bell, in consultation with Mr. Col­
lins, of the comptroller's office. It was gone over carefully by 
those gentlemen, the gentleman from Pennsylvania [l\lr. Mc­
FADDEN], the Comptroller of the Currency, and myself. All 
that was intended was a sane, sensible restatement of the 
limitations of section 5200, and it was not intended to have a 
radical change made. I would go furtber, and I have wanted 
to go further than they go, but these gentlemen insisted that 
we simply restate the proposition and add only one new feature, 
and that was a progressive rate of increased marketing value 
margin under section 5200. 1\lr. Willis thought that possibly 
by this new language and the language now stricken out by 
this amendment we increased the classes and eligibility of 
paper for rediscount, but the fact is that the restating of 
section 5200 simply restated a limitation as to percentage of 
the borrowing capacity of any individual from a national bank. 
It did not cover the question of eligibility of paper at a 
Federal reser-ve bank. Alld with the assurance of the chairman 
of the committee that the amendment he offers does not do any 

more than what he says I shall not oppose the amendment, 
and I hope it will be adopted. · 

Mr. HILL of Maryland. Will the gentleman yield for a 
question? 

Mr. WINGO. I yield. 
Mr. IDLL of Maryland. The redraft of section 5200, which 

has just been passed in the bill, is the one to which the gentle­
man referred in his account of the work on its preparation 
and is the same one that is in the text of the annual report 
of the comptroller for 1924, is it not? 

Mr. WINGO. I think it is, although I ao not recall. I know 
this language was approved by the comptroller's office; in 
fact, the comptroller was present, with the gentleman from 
Pennsylvania [1\Ir. McFADDEN] and myself and the rear author 
ot it, Mr. George Bell, a banker from Arkansas, ex-president 
of the State bankers' association, whose judgment I relied 
upon as to the technical banking provisions, and who is really 
the author of it, together with Mr. Collins, of the comptroller's 
office, and it was approved by Mr. Dawes as a sound and safe 
rewriting of that provision. 

1\lr. HILL of-Maryland. I think it is very proper that the 
gentleman should make that explanation in order to tie up 
definitely the rewriting with any possible suggestion that it 
does open the floodgates for frozen credits. 

The CHAIRMAN. The question is on the amendment offered 
by the gentleman from Pennsylvania [Mr. McFADDEN]. 

The amendment was agreed to. 
Mr. McKEOWN. Mr. Chairman, I move to strike out the 

last word. 
Mr. Chairman and gentlemen, I trespass on your patience 

at this time in order to save time. I have several small amend­
ments to offer, and I want to discuss them at one time so as 
not to take up five minutes on each one of them. I am going 
to call them to the attention of the committee, because I am 
offertng these amendments n.ot from a disposition to try to 
thrust my ideas on the Honse, or anything of that kind, but the 
next section has to do with the lock-box proposition. It 
authorizes the banks to engage in this business lawfully and is 
a privilege which I think ought to be granted to them; but 
the proposition I have in mind is this: If they go into the 
hands of a receiver, there ought to be a provision to the effect 
that the receiver shall not interfere with the right of the 
lessee of the lock boxes to have access to his property, and if 
there is any contention about the contents of the box the 
receiver should be compelled to go into the comts to restrain 
or prevent the owner from having access to his box. 

This is a situation that can arise where a receiver, taking 
Charge of a failed bank, can arbitrarily deprive the l.essees of 
the lock boxes from hating access to them. If you do not 
intend to permit that, then you ought to adopt an amend­
ment. My amendment is rather crude and is simply as fol­
lows: 

Prot'ided, Whenever a bank shall be placed in the hands of a receiver 
holders of lock boxes shall not be deprived by the receiver of the 
rtgbt to bold and eontrol their !ock boxes. 

Another thing I wanted to bring to the attention of the 
committee is the language fixing the punishment for the rob­
bery of banks. 

I am glad to see this committee bringing in a bill making it 
a felony to rob national banks and giving the Federal courts 
of this country an opportunity to punish bank robbers who are 
so ruthlessly robbing the banks of this COliiitry. The bill pro­
vides that upon conviction the robber shall rece:ve a sentence 
of not more than 25 years. That language ought to be not 
less than 10 years nor more than 40 years. Any man who 
goes with anns to rob a bank or rob any inditidual ~ught not 
to receive less than 10 years in the penitentiary. For roy 
part, they are citizens who ought not to be loose at ali. 

In the bill you say not more than 25 years, whereas in the 
State of Oklahoma, for instance, if a man robs a State bank 
in that State he gets not less than 25 years, and in my opinion 
the language should be not less than 10 years nor more than 
40 years, and I have an amendment to offer which so pro­
vides. 

Another -provision I want to call to your attention is the 
provision in the bill with reference to conspiracy. Section 1 t 
provides that if two or more persons shall conspire to boycott, 
blacklist, or cause a general withdrawal of the deposits, and 
so forth . I want to say to you gentlemen that the way the 
provision is now drawn, it is one that wlll cause a lot of 
trouble. The bitte-rness between rival banks in small towns·· 
is not exceeded in any competitive business in the world, and 
you will have a lot of fellows arrested and put on trial be-
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cause, for inSttance, they solicited the account of some fellow 
who has his funds in the first national bank, for instance. 
. Mr. WILLIAMSON. Will the gentleman yield? 

1\Ir. McKEOWN. I yield. 
1\Ir. WILLIAMSON. I may say to the gentleman that an 

1 amendment will be offered by a member of the -committee 

I 
striking out in line 15, on page 22, the words " or to cause a 
withdrawal or patronage from." 
· 1\Ir. McKEOWN. I was going to offer this suggestion, which, 

• in my judgment, will do what you want done. 
The CliAIRl\IAN. -The time of the gentleman from Okla-

1 homa has expired. 

1 
1\Ir. McKEOWN. Mr. Chairman, I ask unanimous consent 

to proceed for five additional minutes. 
The CHAIRMAN. The gentleman from Oklahoma asks 

1 
unanimous consent to proceed for five additional minutes. Is 
there objection? IAfter a pause.] The Chair hears none. 

Mr. McKEOWN. Now, gentlemen, listen to the language of 
this proposed amendment: 

Strike out the paragraph and insert this language: 
"That it shall be unlawful for any person to willfully and maliciously 

make any false statement relative to the financial condition of any na-
l tiona! bank or any member of the Federal reserve system, which state­
ment shall tend to injure the business or good will of any such bank or 
institution or tend to cause a general withdrawal of deposits from or 
cause a withdrawal of patronage from any such national bank or mem­
ber of the Federal reserve system, and such person shall be guilty of a 
misdemeanor and punished "-

And so forth, just as you provide in the bill. 
You provide in this section punishment for a conspiracy, but 

what do you mran by a conspiracy to withdraw deposits? You 
are not going to punish some fellow who goes out and solicits 

' a man to bring his business from a national bank to a State 
bank. That is not what you want to do. In the first place, you 
can not prove a conspiracy, but under this proposed language 

t you make it a crime for a man to willfully and maliciously 
make a false statement about the financial condition of the 
bank. 

Here is what takes place. It is the viciousness of the state­
ment. Some fellow goes out into the community and says this 
bank is in a failing condition; he says that because he is angry 
at some man in the bank. Now, why not punish the man that 
makes the statement? You say conspiracy. I say the man that 
makes the false and malicious statement as to the financial 
condition of an institution which tends to cause a run on the 
bank should be punished. Why go after the conspirators? 

Now, here is an innocent statement that caused a lot of 
trouble in· the District of Columbia some years ago. A man gave 
a check for $25. The man did not have sufficient funds in the 
bank. It went to the bank, and the bank returned the check 
with the notation, "Not sufficient funds." The payee went 
around through the community and said, " What is the matter 
with this bank; they did not have enough money to pay $25?" 
In three hours there was the worst run on that bank that ever 
was made. There was a statement that was innocently made. 

If you adopt this amendment-and I have no pride in the 
authorship-if you say it shall be unlawful for any person to 
willfully and maliciously make a false statement, then you 
can punish him without having to go and see whether there 
was any conspiracy hatched up. You can not always prove a 
con piracy, but you can punish the man that makes the false 
and malicious statement. 

1\Ir. WILLIAMS of Michigan. ·will the gentleman yield? 
Mr. McKEO,VN. I will. 
Mr. WILLIAMS of Michigan. It seems to me that it would 

be better to take this up when we come to the section. 
Mr. McKEOWN. I was undertaking to save a little time by 

discu sing these amendments together which I propose to offer. 
1\fr. WILLIAMS of Michigan. Let me say to the gentleman 

that in the original bill before us there was a section some­
what similar to the provision the gentleman speaks of. In the 
Senate the committee in reporting the bill has put that sec­
tion back into the bill. 

l\fr. 1\fcKEOWN. I am glad to know that. 
Mr. IDLL of Maryland. The gentleman's amendment goes 

to section 17, page 22? 
Mr. l\1cKEOWN. Yes; line 13, page 22. Now, there is 

another amendment which I wish to discuss. You make it a 
crime for a man to dispose of mortgaged property that will 
necessitate a prosecution of the case in a Federal court. I am 
sure you men do not want to make it a crime to be prosecuted 
in a Federal court for disposi.v.g of mortgaged property in a 
national bank, whereas if a borrower of a State bank disposes 
of mortgaged prope:_t~he prosecution is in the State cour~ 

The CHAIRMAN. The time of the gentleman has expired. 
Mr. McKEOWN. I ask for three additional minutes. 
The CHAIRl\IAN. Is there objection? 
There was no objection. 
1\Ir. RAMSEYER. Will the gentleman yield? 
l\Ir. McKEOWN. I will. 
Mr. RAMSEYER. Are not the offe-nses described in section 

17 offenses covered by the State laws? Do not national banks 
har-e protection of the State laws the same as State banks and 
oth'er corporations and individuals of the State? 

Mr. McKEOWN. That- is true. 
1\Ir. RAMSEYER. Now, tell me why a national bank should 

have the protection that other citizens in that State do not 
enjoy, unless you want to give national banks a prefel'l'ed 
status and an advantage over their competitors. 

Mr. McKEOWN. Some of these offenses can not be made 
offenses in the State which are necessarily an offense against 
national-bank a sociations. 

1\Ir. RAl\ISEYER I venture to state that there is not a 
State in the Union that has not criminal statutes covering 
every one of U1ese offenses. 

1\Ir. McKEOWN. I know that most of the States do have; 
but I was about to say that in this question of disposing of 
mortgaged property, the courts are not often resorted to as a 
collection agency with which to make a man pay if there is any 
dispute. 

Mr. RAMSEYER. Exactly, and the first paragraph in the 
section is nothing more than a provision directed at State 
banks because they are the competitors of the national banks, 
and the only ones against which the charge of conspiracy could 
po sibly be trumped up. 

Mr. McKEOWN. I do not think we ought to permit per­
sous to go indiscriminately over the country and purposely 
and maliciously slander a bank. 

Mr. RAMSEYER. But the State laws cover that; if they 
do not, they ought to. 

1\fr. McKEOWN. Now, I wanted to call the attention of 
the committee to this. 

The CHAIRMAN. The time of the gentleman from Okla­
homa has again expired. 

Mr. RAMSEYER Mr. Chairman, I ask that the gentle­
man's time be extended two minutes. I want to ask him a 
question. 

The CHAIRMAN. Is there objection to the request of the 
gentleman from Iowa? 

There was no objection. 
1\Ir. RAMSEYER. What is the necessity for further ex­

tending the Federal police powers and displacing or absorbing 
the State police powers in this particular instance? This 
section goes clear outside of the limits within which Congress 
has heretofore undertaken to legislate. 

1\Ir. McKEOWN. I am very jealous of the l'ight of the 
States to carry on their own police powers, but I am calling 
the attention of the committee to what I think would be 
serious legislation if enacted into law by Congress. I am 
offering an amendment, the best I can, to correct that. 

1\Ir. RAMSEYER. Would it not be better for the gentle­
man to line himself up back of an amendment striking out 
the entire section from the bill? If some gentleman on the 
committee does not do that, I will. 

1\Ir. Chairman, section 17 of the bill referred to in the fore­
going colloquy reads as follows : 

SEc. 17. That section 22 of the Federal reserve act be amended by 
adding at the end thereof five new paragraphs, to read as follows : 

"(g) If two or more persons conspire to boycott, or to blacklist, or 
to cause a general withdrawal of deposits from, or to cause a with­
drawal of patronage from, or otherwise to injure the business or good 
will of any national bank, or any other member bank of the Federal 
reserve system, and one or more of such parties do any act to effect 
the object of such conspiracy, each of the parties to such conspiracy 
shall be deemed guilty of a misdemeanor, and shall upon conviction 
in any court of competent jurisdiction be fined not more than $G,OOO 
or imprisoned for not more than five years, or both. 

"(h) Whoever shall assault nny person having lawful charge, con­
trol, or custody of any money, securities, funds, or other property in 
the possession of any member bank of the Federal reserve system with 
intent to rob, steal, or purloin such mo11ey, securities, funds, or other 
property, or any part thereof, or whoever shall rob any such person 
of such money, securities, funds, or property, or any part thereof, 
shall be imprisoned not more than 20 years ; and if in effecting or 
attempting to effect such robbery he shan wound such person havinll' 
custody of such money, securities, funds, or other property, or put his 
life in jeopardy by the use of a dangerous weapon, shall be i!ltDrisoned 
for not more than 25 years. 
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"Whoever shall break into and enter any member bank of the 

Federal reserve system with intent to commit a felony therein shall 
be imprisoned for not mo.re than 20 years. 

"(i) Whoe\er shall make any statement, knowing it to be false, for 
the purpose of obtaining for himself or for any other person, firm, 
c~rporation, o.r association a loan of money from any member bank of 
the Federal reserve system shall be punished by a fine of not more 
than $5.000, or by imprisonment for not more than five years, or both. 

" (j) Whoever shall conceal, dissipate, sell, or fraudulently divest 
himself of any personal property upon which there is a mortgage 
executed by him to any member bank, shall be ·punished by a fine of 
not more than $5,000, or oy imprisonment for not more than five years, 
or both." · 

.When · this section was read, Mr. WINGo, of Al:kansas, a 
member of the Banking and Currency Committee, made a 
motion to strike it out. .After some discus ion 1\lr. McF.ADDE~, 
the chairman of the committee, agreed to the motion to strike, 
and thereupon the motion to strike was carried OT"erwhelmingly. 

I do not care to discuss the paragraphs of that section. Any 
lawyer who knows anything at all about criminal law can 
obser\e from a cursory reading of the section that the para­
graphs contained therein were T"ery loosely and carelessly 
drawn. · My chief objection to the section was that it under­
took to extend the Federal police powers to co\er offenses that 
are already coT"ered thoroughly by laws of all the States. 

This section proposed to extend the police powers of the 
Federal GoT"ernment. That is absolutely unnecessary, as there 
is not a State in the Union that does not enforce its laws 
against these crimes. There is no good reason why the Federal 
GoT"ernment should displace the State goT"ernments in punish­
ing ordinary offenses against property. The State goT"ernments 
should not turn over to the Federal Government, nor should 
the Federal Government take from the State goYernments, 
responsibilities which rightfully belong to the State govern­
ments. 

The property and business of a national bank is no more 
sacred than the property and business of a State bank or the 
property and business of any other corporation or the property 
aml business of an indi\idual. The State laws are supposed to 
protect the property and business of all banks, of all corpora­
tions, and of all indi'liduals within the State. To extend the 
police powers of the Federal Go\ernment for the protection 
of the property and business of the national banks would be 
ginng the property and business of the national banks addi­
tional protection not enjoyed by State banks and the corpora-
tions and the individuals of the States. • 

The Federal laws relating to national banks impose certain 
duties and obligations on the national banks and on the officers 
of such banks and other officers de ignated by said laws. Cer­
tain offenses committed by such officers in the discharge of 
their duties are made punishable by Federal laws. This is 
proper and necessary. But to embark on a program of criminal 
legislation as proposed in section 17 would, in my judgment, 
result on the wh.Ole in much harm: 

National banks are citizens of the States in which they are 
respectively located, and as such they receive the protection 
of the laws of such States, the same as other citizens within 
the States in which they are located. That is the declared pol­
icy of the }'ederal Government. "~ith but few exceptions, all 
suits by national banks or against national banks are brought 
in the courts of the States in which such national banks do 
bnsine s. The policy of the Federal GoT"ernment in this regard 
finds expression in the following sections of the national bank 
act as amended : 
NATIOXAL BA:-<KS. DEEMED CITIZE~S OF STATES IX W'HICH LOCATED (ACT 

AUG£'ST 13, 1888) 

SEC. 4. That all national banking as ociations established under the 
laws of the United States shall, for the purposes of all actions by or 
against them, real, personal, or mixed, and all suits in equity, be 
dee med citizens of the States in which they are respectively located; 
and in such cases the circuit and district courts shall not have juris­
diction, other than such as they would have in cases between indi­
vidual citizens of the same State. The provisions of this section shall 
not be held to affect the jurisdiction of the courts of the 'Cnited States 
1n cases commenced by the Vnited States or by direction of any officer 
thereof or cases for winding up the affairs of any sucll banlc 
STATuS NOT CHANGED BY EXTE:XSIOX-.JURISDICTIOX OF SUITS BY OR 

AGAIXST KATIOXAL BAXKS (ACT J ULY l2J 1882) 

Sec. 4. That any association so extending the period of its succes­
sion shall continue to enjoy all the rights and privileges and immu­
nities granted and shall continue to be subject to all the duties, lia­
bilities, and restrictions imposed by the Revised Statute of the Vnited 
States and other acts having reference to national banking associa-

_LX:VI_-llG_ 

tlons, and it shall continue to be in all respects the identical associa· 
tion it was before the extension of its perfod of succession : P1·odded, 
hou:eL'er, That the jurisdiction for suits hereafter brought by or against 
any association established under any law pro>iding for national bank­
ing associations, except suits between them and the United States, or 
its officers and agents, shall be the same as and not other than the 
jurisdiction for suits by or against banks not organized under any law 
of the Cnited States which do or might do banking business where 
such national banking associations may be doing business when such 
suits may be begun; and all laws and parts of laws of the United 
States inconsistent with this pronso be, and the same are hereby, 
repealed. 

The CH.AIR~IAN. The time of the gentleman from Okla­
homa has again expired, and the pro forma amendment will 
be withdrawn. 

The Clerk read as follows: 

SEc. 15. That section 13 of the Federal reservP. act be amended by 
adding at the end thereof a new paragraph to reRd as follows: 

"That in addition to the powers now vested by law in national 
banking associations organized under the laws of the United States, 
any such associations may engage in the lmsiness commonly known 
as safe-deposit business either by leasing receptables on its premises 
or by owning stock in a corporation organized under the law of any 
State to conduct a safe-deposit business located on or adjacent to the 
premises of such ass_ociation: Prot·ided, hou·ever) That the amount 
invested in the capital stock of any such safe-deposit corporation by 
such association shall not exceed 1J per cent of the capital stock 
of such association actually paid in and unimpaired and 15 per 
cent of its unimpaired surplus." 

:Mr. BURTKESS. 1\Ir. Chairman, I offer the following 
amendment, which I send to the de 'k. 

The Clerk read as follows: 

Amendment offered by 1\Ir. BonT~"ESS: Page 21, sh·ike out all of 
lines 1 to 9, inclusive 

l\Ir. BURTNESS. Ur. Chairman and gentlemen of the' com­
mittee, if I understand tb,e sihmtion correctly, heretofore the 
so-called safe-deposit business that has been conducted by na­
tional banks has been of doubtful legality. Per. onally, I haYe 
no objection whatever to legalizing that form of business. The 
only purpose of my amendment is to limit the conduct of that 
business and the reNponsibilities of the bank with reference 
thereto only in the same way as the conduct of any other 
banking business -by national banks is limited. Under the 
amendment I propose, if the bank wants to do a safe-deposit 
business it may do so, but in its dealings with the public in 
that regard all of the assets of the bank as such would be back 
of that business in the same way as they are back of its other 
lines of bu iness. The objectionable language in this section, as 
it occur to me, is that which would allow ·a bank to inYest a small 
percentage of its capital tock, not to exceed 15 per cent, in some 
other corporation over which Congress has no control what­
ever, some corporation organized under State laws, and permit 
such corporation to conduct the safe-deposit activities. Those 
State laws might properly protect the people doing business 
with the national banks and they might not. We do not know 
what they would do, and it seems to me that it is a very doubt­
ful question whether Congress should undertake and app1·ove 
that sort of policy. A national bank is doing general banking 
business and organizes a little corporation, a subsidiary of 
some kind, as it may under the section involved. It puts a 
small amount of m·oney into it-the. amount may be nominal­
there are no safeguards here whatever. In conducting such 
bu. iness that subsidiary corporation may become negligent, it 
may in fact be guilty of the grossest kind of negligence to a 
person dealing with it, a person who bas turned secm·ities 
over to it for safe-keeping, and yet under this section the bank 
itself would nof be responsible therefor. If the corporation 
has only a nominal capital, there would probably l>e no a ssets 
for a person who has suffered because of its negligence to 
proceed against, eyen after recovering judgment for his loss. 
The people in\esting their money in that corporation, includ­
ing the bank, would not be liable in the absence of State law 
to the effect for the double liability that stoekholders are 
liable for in connection with any other banking business that · 
may be done. 

Mr. JOKES. 1\Ir. Chairman, will the gentleman yield? 
Mr. BURT::\TESS. Yes. 
Mr. JO~ES. I am interested in the gentleman's proposition. 

Is it his contention that a person might come in thinking the 
bank is re ponsible for the deposits and find that some dinky 
little corporation is? · 

• 
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Mr. BURT\""ESS. Of course. That would be the situation 
in so far as the public is concerned, because the public would 
not differentiate between this subsidiary State corporation 
that may be doing business in some corner of a bank and the 
bank it elf; and the gentleman will note that this corporation 
which may perform the safe-deposit business must be located 
on or adjacent to the premises of the bank. So of course 
there would be no doubt of the fact that generally speaking 
the average individual or customer would think that he was 
dealing with the bank as such, but if something happens, if 

I 
The question was taken, and the Chair announced the ayes 

appeared to have it. 
On a division (demanded by Mr. McFADDEN) there were­

ayes 49, noes 67. 
So the amendment was rejected. 
Mr. McKEOWN. Mr. Chairman, I offer the following amend­

ment. 
The CHAIRMAN. The Clerk will report the amendment. 
The Clerk read as follows: 

loss occurs due to negligence in the conduct of the business, Amendment otrered by Mr. McKEOWN: Page 21, line 9, after the 
and the customer desires to obtain redress for the negligence, period insert " Provided that whenever a bank shall be placed in the 
then he would probably find out for the first time that the bands of a receiver, holders ot. lock boxes shall not be deprived by 
bank itself was not responsible, but that some corporation such receiver of the right to hold and control their lock boxes . 
which might ha\e no particular financial standing behind it The CHAIRMAN. The question is on agreeing to the amend-
was alone responsible. ment. 

I think we may concede for the sake of argument that in The question was taken, and the Chair announced the noes 
some States the State laws would be strict enough so that appeared to have it. 
the corporation permitted to do a safe-deposit business would On a division (demanded by Mr. McKEowN) there were-
have some financial standing behind tt. That might be true ayes 87, noes 54. 
in many cases, but it is not necessarily true in all cases, and So the amendment was rejected. 
I object to the policy of Congress legislating in that way, and Mr. BURTNESS. Mr. Chairman, I offer the following amend-
giving that sort of right to subsidiary corporations organized ment. I do not send it up in writing, but it is to strike out 
and controlled only under State laws in the conduct of mat- section 15, and on that I desire to be heard. 
ters that pertain so directly to national banks. The CHAIRMAN. The Clerk will report the amendment. 

Mr. STEAGALL. Is it not true that there is no law that The Clerk read as follows: 
requiTes a national bank to engage in the business of conduct- Amendment by Mr. BuRTNESs: Page 20, beginning tn line 19, strjke 
ing a safe-deposit business? t 

Mr. BURTNESS. I understand that now it is entirely op- 00 
all of section l5. 

tiona! with the bank. Mr. BURTNESS. Mr. Chairman and gentlemen of the com-
Mr. STEAGALL. If we give the permission, they should mittee, the only reason why I am bold enough to offer an 

do it in the regular course of business so that the bank wi11 amendment to strike out the section which in substance 
be bound. accomplishes what the amendment just voted d~wn would lla\~ 

Mr. BURTNESS. That is my contention, precisely. done, is the fact that it was plain that of those who heard the 
Tlle CHAIRMAN. The time of the gentleman from North discussion on the amendment which I first offered, namely, 

Dakota has expired. to strike out the first nine lines of section 21, a very substan-
1\lr. BURTNESS. Mr. Chairman, I ask unanimous consent tial majority voted for it, and that the amendment was 

to proceed for three minutes more. defeated only because men who were in the cloakrooms who 
The CHAIRMAN. Is there objection? had not heard the discussion came in on a division and voted 
There was no objection. against the adoption of the amendment. For that reason I 
Mr. BURTNESS. The position I take is in accord with the feel justified to present one or two features in connection with 

one that bas been suggested by the gentleman from Alabama the matter again. 
[-:\1r. STEAGAI.L]. The bank does not have to engage in safe- Mr. McKEOWN. Will the gentleman yield for a question? 
deposit business now. If this law is enacted, it will not have Mr. BURTNESS. I will. 
to engage in that business in the future. It will remain purely Mr. McKEOWN. Does the gentleman know that the Comp-
opticnal with the bank. If it is to the business interest of troller of the Currency, under receivers when they take charge 
the bank that it engage in safe-deposit business, tl\en it seems of a bank, will not allow the lock-box holders to have access 
to me that the entire bank should stand behind it, all of the to their own property, and this would be construed as givin"' 
assets of the bank, and that the stockholders who are interested them authority of Congress to do it? e 

in the bank should be willing to be liable for double the amount Mr. BURTNESS. I do not know that from any personal 
of their stock in the event of negligence on the part of the knowledge. I do know this, that national banks now are in a 
banking oflicials or employees as in other cases, and the bank great many cases doing what is generally known as a safe­
would not be liable in any e\ent except for negligence. deposit business, and that it is being done more or less all over 

:Mr. 1\IcKEOWN. Is it not a fact that the safe-deposit the country, and therefore there can be no great need. to pass 
business of national banks is simply carried on by the bank this section in order to legalize that kind of business. How­
for the accommodation of its customers! · ever, as I have said before, I have no objection to specifically 

~1r. BURTNESS. That is generally true, and possibly ot'her legalizing such busine s by this or any proper law, if it 
lines of business are conducted by the bank more or less for is thought advisable to do so, and my sole objection goes to 
the accommodation of depositors, all, however, for the purpose the proposition that the national banks can inve t a small 
of building up the gross business of the bank and increasing nominal amount in a separate corporation, turn the business 
It earnings. I am not offering this amendment as an opponent of that corporation over to somebody else, or do it themselves, 
of the bill. I am supporting the bill. I voted for the Hull I do not care which-probably usually conduct it tbemselYes 
amendments which were adopted by the majority of the com- in connection with the rest of their banking business, hold 
mittee, but outside of those amendments I have voted against themselves out to the public as if their entire bank and all the 
changes in the measure. assets of the bank were behind that business, and then, later, 

I am in favor of tbis legislation, but in this section is in- if they are guilty of negligence, escape liability for the loss. 
volvecl a proposition which upon its face is purely for the In other words, if a customer who dea.ls with it suffers loss 
welfare of the bank itself, and does not take into consideration because of negligence, I object · to allow that bank or its 
the interest of the people who do business with the banks and subsidiary corporation to come into court and say, by way of 
it is the duty of Congress to protect and safeguard in p~oper defense, "Why, we did not do this as a national bank; we did 
ways the people who do business with the banks even more this as a little corporation which we organized under a State 
zealously than the banks themselves. law here in this State and which Congress permitted us to do." 

lli. STE.AG,U;L. Will the gentleman yield? Is not this Why, I think, as I said before, it is going entirely too far, and 
true, that instead of stopping with the general authority of the while I admit the import of this amendment is similar to the 
bank to enga-ge in the safe-deposit business we authorize them, amendment which I have already offered, it is practically the 

· unless the gentlemSfl's amendment is adopted, to subscribe lo same question, and I would like to have it voted on again. I 
per cent of the cap1tal stock and 15 per cent of its surplus in hope also it may be more thoroughly <liscus~ed, before the vot­
a corporation by which somebody else is authorized to engage ing is done, by other gentlemen upon both sides who are 
in the safe-deposit busine. s, using the good name and the I interested in the matter. 
patrons of that bank to do business with? 1\fr. JONES. 1\fr. Chairman, I obtained the floor in the hope 

Mr: BURTNESS. That is it exactly and it should n-ot be that I might induce some member of the Committee on Banking 
pernutted. , and Currency to explain this proposition. It seems to me ae­
. T?e CHAIR1IXN: ~he time of the gentleman has again I cording to the arguments made here, and which eem plausiule, 
expued. The _question 1 on the amendment offered by the gen- that a bank with a million-dollar capital stock can organize, 
tleman from ?\orth Dakota. say, a $10,000 side corporation. Tbis corporation may accept 
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depo its of property in its safety~deposit vatilts and yet the The general public belie"tes, and it is E!ntitled to believe, that 
bank be in no way responsible for the safe-keeping of such the bank is responsible to the public for the usual degree of 
valuables. care in taking care of valuables that are placed there. under 

Mr. BEEDY. If the gentleman will allow, at first blush I this provision of the law the regulations of a national bank 
think one would be justified in assuming that Ule gentleman or any other bank may suggest to somebody on the outside, 
from North Dakota had pre ented a very serious objection to "You go and form a safety-deposit company." The banke1; 
the provisions of this bill. But if you '\\1ll stop to think for a might say, "We will take one-half of 1 per cent of $25,000 
moment, if the gentleman's amendment is adopted, it occurs to capital stock, or we will take $100 of stock, and you can con­
me that the public might be less benefited than if the bill were duct business at the back of our institution, and all the ens­
left to stay as it is. tomers of our bank that come in here will naturally call for 

l\lr. JONES. But the way the law is now, the bank neces- those boxes." That corporation can be organized under ordi­
sarily or for business reasons engages in the safety-deposit nary corporation laws, without banking supervision, and may 
business itself and is therefore responsible to its customers for have only $25,000 capital stock, and yet may hal"e a million 
proper care in safeguarding such deposits. dollars' worth of valuables in its T"aults. Then if it is not 

l\lr. BEEDY. This is a limitation purely on the amount that properly supervised, that company may be looted either from 
the national bank may invest in a safe-deposit company. Now, the inside or from the outside, and the public would hal"e little 
as a matter of fact, the safe-deposit company may be much or no protection. 
stronger than the bank itself. What is the reason for all that? I would like to hal"e some 

l\Ir. JONES. Yes; but again it may not be. What super- expert on the Committee on Banking and Currency, instead of 
vision is the banking department going to make of it? trying to soften the thing down, explain how tte public can be 

Mr. BEEDY. It will ha"Ve all the supervision that the banks protected in such a case. 
haYe. l\Ir. WILLIAMS of Michigan. What liability would attach 

1\Ir. JONES. Under this provision could not a $25,000 cor- to a bank operating a safety-deposit business if the bank exer­
poration or a $100,000 corporation accept a million-dollar de- cised ordinary care and a burglar should break in? 
posit without any supervision? Mr. JONES. They must exercise the degree of care ordi-

Mr. BEEDY. AU in1estments are supervised by the bank narily exercised in such cases; and if they fail to do so are 
examiners. liable. ' 

1\Ir. JONES. They supervise all banking institutions, but Mr. WILLIAMS of Michigan. Wait a minute. 
this is not a banking institution. It is a safe-deposit corpora- Mr. JONES. The law says they must exercise ordinarv 
tion. care, and if they are guilty of negligence they are responsible 

1\Ir. BEEDY. It is regulated by the same law. We can not to the public; and with that degree of responsibility upon them 
undertake to legislate for the States, but we can put a limita- they will exercise more care than if they are allowed to shUnt 
tion on here for the protection of the public as to what a off the responsibility to a side corporation. Why do they want 
national bank may invest in such a State corporation. to escape that responsibility? 

Mr. JONES. I am more inclined than ever to think that 1\Ir. WILLIAMS of Michigan. I can not tell you that. 
there might be a chance here for the public to belie"Ve that Mr. JO~TES. They want to get the benefits of appearing to 
some great banking concern was conducting this business. A. t~l~e care of the people's 1aluables, and to deny the responsi­
man might go and put his valuables in the custody of this safe- bility for the safe-keeping of the \aluables. 
deposit company. It might be a company with a small amount Mr. ·wiLLIAMS of Michigan. The only claim that one would 
of capital stock, and there would be no practical protection for have again t a bank would be for ordinary care. 
the depositor at all. Mr. JONES. Certainly. That is all you can ha1e against 

Mr. BEEDY. Just in what way doe the gentleman assume any man or against any institution, except in the case of cer­
that the public is in any way to be deceived as to what this tain public-serlice corporations. 
deposit company is, or who controls it? Mr. WILLIAMS of Michigan. And it would only be liable 

l\lr. JONES. The gentleman knows that the public is not for lack of ordinary care? 
going to go into a bank and say, "Do you people own this safe- . Mr. JO~ES. Ordinary care under the circumstances-that 
depo it company?" when anyone wants to rent- a box. The I 1s, th~ ordmary care that a banker takes of his valuables, anrl 
average citizen would naturally think that that institution was that 1s a good deal of care. I think we will all agree that the 
being run by the bank itself, when, as a matter of fact, you are a1erage banker is reasonably careful. That is the standard of 
legalizing a side corporation to do it, for which the bank measurement. The average banker exercise a great deal of 
would not in any event be re ponsible to the extent of more care. And he is respon ible for any loss that occur when .he 
than 15 per cent of the capital stock of the corporation, and f~ils to exercise the care that the a1erage banker would exer-
maybe not at all. c1se under the same or similar circumstances. 

Mr. WILLIAMS of Michigan. Mr. Chairman, will the gen- Mr. BURT~~SS. And that is the care of a bailee for hire, 
tleman yield? is it not? 

1\lr. JONES. Yes. l\Ir. JO~'ES. Yes. 
Mr. 'VILLIAMS of Michigan. I assume that the primary :Mr. BURTI\"'ESS. And can there be any purpose of this 

purpose of a national bank or any other bank is the protection amendment except that of trying to save the assets of a bank 
of its depositors? from being responsible for that degree of care? 

1\lr. JONES. Yes. 1\Ir. JONES. That is the only purpose. I want to say this: 
Mr. WILLIAMS of Michigan. Now, if you allow a bank to This discussion has been going on here for some 20 minutes, 

maintain safe deposits of this character and put the entire and yet not a single member of this great Banking and Cur­
in~titution back of it, you put a man who deposits GoT"ernment rency Committee has offered a single reason for the adoption 
bonds in your box, rented by himself, on the arne basis and of the article as contained in the bill. [Applause.] 
gile him the same protection as you gil"e the depositor. He is The CRAIR~1AX. The time of the gentleman has again 
not entitled to that protection. expired. 

Mr. JONES. If the bank is doing the business itself, it will 1\Ir. STE"VENSO~. l\1r. Chairman, I think the Banking an<l 
ha1e burglary insurance and fire insurance, and in that way Currency Committee was of the opinion that the language of 
seeure proper protection. But if some little side corporation is the bill was sufficiently plain that it did not need any reasons 
doing it, there is no pro1ision for safety to tbe public. to be offered for it. 

The CHAIRMAN. The time of the gentleman from Texas Now, what is the situation? National b~nks can only do 
has expired. those things which they are authorized to do by legislation. 

l\Ir. JONES. Mr. Chairman, I ask unanimous consent to The habit has grown up of banks furnishing safe-deposit facili-
proceed for five minutes more. ties for their customers, and that habit has grown up from the 

The CHAIRMAN. Is there objection to the request of the demand of their customers and of the public that they provide 
gentleman from Texas? safe-deposit facilities for their customers who desire to deposit 

There was no objection. valuables and other things in the custody of the bank. The 
Mr. WILLIAMSON. Mr. Chairman, will the gentleman question bas arisen as to whether a bank has the right to do 

yield? that and has the right to charge for that purpose and for that 
Mr • .JONES. I want to proceed a minute first. service. The provision in tl1e bill provides that any such asso-
Mr. Chairman and gentlemen, this is a \ery important propo- ciation-

sition. For many years, all Ol"er this country, the national :May engn.ge in the business commonly known as safe-deposit business 
bank and State banks have been conducting and maintaining either by leasing receptacles on its premises or by ownin~ ::;tock in a. 
a nfety-deposit business. corporation. 
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In order that they may -provide such facilities without 
question and have the right to charge, and no man raise a 
question about it, you have got to pass that much of it or you 
rai e a question as to whether they have the right to charge 
anybody for putting anything in their custody and in their 
vaults. That is one of the "!'easons for which the gentleman 
asks. Now, I will give him another. 

Mr. JO:l\'ES. Will the gentleman yield? 
Mr. STEVENSON. Yes. 
Mr. JO.l\TES. I want to ask the gentleman whether be 

would be 'Willing to agree to strike out the remaining portion? 
Mr. STEVENSON. I am not willing to agree to anything. 

The committee has reported this bill and I stand for the bill 
as it is, and I have no right to agree to anything. 
• Mr. JO.l\'"ES. I want the gentleman's reason for the remain­
ing part of it. Thn.t is the reason I want. 

Mr. STEVENSON. I will give the reason. 
Mr. DEMPSEY. Will the gentleman yield? 
Mr. STEVENSON. Yes. 
Mr. DEMPSJ!JY. As I understand the proposition, the sole 

objection to the provision they seek to strike out is that 
customers may be misled. Now, if customers are pmposely 
misled, and if a bank does not advertise that it is a reeeiving 
company there can not be any doubt that such a bank would 
be liable for misleading its customers. Is not that true? 

Mr. STEVE"NSON. To be sure. Now, this is the proposition 
about the other portion. A bank has to have a trust office1· 
frequently for many things, and it is much better and much 
safer for the customers of the bank, for whom the bank is 
trustee for the safety of their deposits and safety of their 
investments, that they sever the two classes of business and 
set up on separate f-rom the other. Oh, you say, people will 
not know the difference. Well, now, you are attributing a 
degree of ignorance to the average man who has something of 
value to deposit in a safe deposit box that he will not thank 
you for. The people who have valuables and deposit them in 
vaults of banks have about as much sense as the average 
Congressman and probably know more about that particular 
subject than most of us know. But we can not become 
guardians for everybody. The proposition here is to allow them 
to establish a corporation and advertise to the world that 
they have certain responsible officers who will hold the 
property which i deposited with them. If you do not want 
to risk that kind of a depository put it somewhere else, but 
this is what the public will do: It will do as it pleases about 
that. So this is entirely a bugaboo. 

There is practically no danger of anybody being so misled as 
to be prejudiced in their rights. If a bank willfully misleads 
somebody to put their stuff in the bank and says the bank is 
responsible, then in such case the bank is responsible. But 
you must remember that these vaults are open to the public 
and that there are many people who will claim to ha-ve put 
things in there that they did not put in; they come back and 
annoy and harass the bank, claiming to have put something in 
there which they did not put in. I ha\e known that thing to 
happen, and sometimes they go home and find it in the bottom 
of the clock or stuck away in a bureau drawer or somewhere 
else. It relieves the bank from being harassed, and the assets 
of the bank, which are primarily trust funds for the de­
positors. 'Vhen you go to a bank to make a deposit you 
must have the actual cash and have it counted when it i 
deposited. A bank is harassed and its assets, which are held 
in trust, are endangered when somebody claims to have taken 
something there and says it was gold when probably it was 
salt or sugar. 

The CHAIRMAN. The time of the gentleman from South 
Carolina has expired. 

Mr. LOZIER. .Mr. Chairman and gentlemen, section 15 of 
the bill we are considering seeks to amend section 13 of the 
Federal resene act by adding at the end thereof a new para­
graph to read as ~ollows : 

That in addition to the powers now vested by law in national 
banking associations organized under the laws of the United States 
any such a ociations may engage in the business commonly known 
as saf~dcp.osit busint' either by leasing recepta cles on it s premises or 
by owning stock in a corporation organized under the law of any State 
to conduct a safe-deposit bu~iness located on oi adjacent to the prem­
isE:'s of such association: Prori ded, howet'el', That the amount in­
vested in the capital t oek of any such safe deposit corporation by such 
association shall not exc~d 15 per cent of the capital stock of such 
associat ion actually paid in and unimpaired and 15 per cent of its 
unimpaired urplus. 

I favor SU<·h amendment of the existing law as may be neces­
sary to gh·e to ntttiunal bunks authority to engage in safe-

deposit business, but I believe that this section goes entirely 
too far and will be productive of mischief. Now, under the 
present law there has always been a doubt as to whether or not 
national banks were authorized to conduct the business com­
monly known as safe-deposit business. Of course we know 
that natio~al banks have been to a limited extent ~arryjng on 
safe-deposit business in connection with and as an incident of 
their general banking business. This has not been done under 
any express statutory provision but as an implied power 
reasonably necessary for the efficient and profitable manage­
ment of the business of national banks. I am sure that there 
is no rea~on and no principle of sound public policy that pre­
Yents natwnal banks from conducting business of this char­
acter, and it is entirely proper that the Federal laws under 
'!hich national banks operate should expressly authorize na­
tional banks to engage in this line of business which is inciden­
tal to their actinties as commercial banking concerns. 

To this end I believe the first four lines of tbe proposed 
amendment will adequately remedy the situation. These lines 
are as follows : 

That In addition to the powers now vested by law in national bank­
ing associations, organized under the laws of the United States, any 
such associations may engage in the business commonly known as 
safe-deposit business. 

I think this authorization should end there and the I'emain­
ing portions of the propo ed section should be discarded. I am 
reluctant to believe that this section has been given the con­
sideration it deserves, and I am convinced that the adoption 
of the section as reported by the committee will be a serious 
mistake. 

Thi section permits the directors of national. banks to take 
15 per cent of the capital stock of the bank actually paid in 
and unimpaired and 15 per cent of the unimpaired surplu.o;; of 
the bank and invest it in an outside corporation organized to 
conduct a safe-deposit business. Bear in mind that this \ei'Y 
considerable portion of the bank's assets are withdrawn from 
the control and immediate supervision of the directors of the 
bank and are invested in an independent corporation in which 
the bank may be a minority stockholder, and in the manage­
ment and operation of which safe-deposit company the direc­
tors of the national bank may have no part. To illustrate: 
In the case of a national bank with a paid-up capital of 
$100,000 and a surplus of $100,000, under the provisions of 
the proposed amendment $30,000 of the bank's assets could be 
withdra-wn from the control and management of the bank direc­
tors and permanently invested in the stock of a corporation 
with the control and management of which the directors and 
officers of the national bank would have no part, or at least 
not a controlling voice. Obviously this would " bottle up" or 
impound $30,000 of the liquid assets of the national bank, 
thereby and to that extent reducing the funds available to 
carry on the purely banking activities of the bank. It will be 
observed that this very dignified portion of the bank's assets 
are to be invested in a corporation organized under the law of 
the State in which such national bank may be located. This 
safe-deposit corporation, being the creature of the State, will 
be regulated and controlled by State laws and will not in any 
degree or to any extent be subject to our national banking ln.ws, 
or to any law enacted by our E'ederal Government. Few na­
tional banks in county-seat towns have a capital in excess of 
$100,000. 

Thus we -would have the anomalous situation which permits 
a national bank, the creature of Federal laws, to invest a very 
substantial part of its as ·ets in a corporation, the creature of 
a State law, and the operation of which is e:xclu ively controlled 
by State laws. There are no limitations or safeguards tllrown 
around the in\estment of these national-bank assets in a State 
corporation, and when once invested they become and remain 
subject to such State laws. In all sm:h corporations the man­
agement rests with those who control a majority of the capital 
stock, and the rights of the minority stockholders are deter­
mined and circum cribed by State laws. 

It is quite probable that in a majority of cases the national 
bank would be a minority stockholder in the safe-deposit cor­
poration, and minority stockholders as a rule occupy a \ery 
unenviable position, because of their inability to protect them­
selves or to have a voice in the manaO'ement of the corporation. 

1\Ir. STEVENSON. Will the gentleman yield? 
1\Ir. LOZIER. Certainly. 
Mr. STEVENSON. Is there anything in here which says the 

bank will be a minority stockholder? 
Mr. LOZIER. No; nor i ~ there anything in this bill which 

requires that the bank's investment shall be of a sum sufficient 
to enable them to control a majority of the capital stock. As 
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to whether or not the ba.nk..A:s a majority qr minority stock­
holder in the safe-deposit corporation depends, of course, upon 
the capital stock of the corporation and the amount or capital 
stock subscribed by the bank. This act permits the bank to 
invest 15 per cent of its combined unimpaired capital and 
~plus. This im·estment by the bank may or may not be 
su.ffi.cient to give the bank control of the safe-deposit corpora­
tion. 

Mr. 1\IoF ADD EN. Will the gentleman yield? 
Mr. LOZIER. Certainly. 
1\Ir. MoF ADD&~. Can the gentleman imagine ln his wildest 

m{)ments that a bank with $100,000 capital would set aside 
$15,000 of their capital !or a safe-deposit business in a country 
town? I can not. 

1\Ir. LOZIER. That may not be probable, but it is not in­
~onceivable, and if this bill becomes a law I haTe no doubt 
that there will be numerous instances where national banks 
will do th.iS very thing, especially if the management of the 
banks should not be wise or conservative, and the distinguished 
gentleman from Pennsylvania will not deny that very fre­
quently banks are mismanaged and do many things inconsist­
ent with sound banking practices. Quite frequently the officers 
{)f a bank are tempted to organize subsidiary companies or cor­
porations in order to provide salaries and positions for rela­
tives and friends, and often tkese associate companies and sub­
sidiary corporations are unprofitable and ultimately end in 
insolvency and loss to all concerned. This provision is an in­
vitation to national banks to divide up their assets and invest 
a substantial portion thereof in a highly speculative venture, 
with the management and operation of which they may have 
no voice. 
. Mr. WILLIAMSON. Will the gentleman yield? 

1\Ir. LOZIER. I yield. 
Mr. WILLIAMSON. The gentleman is perfectly familiar, I 

assume, with the fact that national banks. have now gone into 
the safe-deposit business without any authority of law. What 
responsibility does the bank now owe to those who have tbeir 
papers and other documents in the bank? And what liability do 
they owe to a business man who deals with them in that way? 

.-r. LOZIER. I am quite familiar with the fact that na­
tional banks have already, to a certain extent, gone into the 
safe-deposit business without any express authority of law, but 
I am not prepared to deny that national banks under existing 
laws have authority, by implication, to engage in the safe­
deposit bu~iness directly for their depositors. While there has 
been no authoritative. adjudication of this question, national 
banks and the Government have evidently proceeded upon the 
theory that national banks, as an incident to their general 
banking bUBiness, could within reasonable limits engage in the 
safe-deposit business. As to their legal liability to their cus­
tomers for papers and other documents, I will say that if they 
make no charge for the safe-deposit service, they are, under the 
law of bailments, bailees for accommodation, and are there­
fore only liable for ordinary care. If, on the other hand, the 
bank charges a fee for the safe-deposit service, it becomes a 
bailee for hire, and a high degree of care is requ.i.red of the 
bank, and its liability is correspondingly increased. 

It serves no good purpose at this time to debate the academic 
question as to whether or not national banks are authorized 
under existing law to engage in the safe-deposit business. 
The important question, and the only question, is, What is go­
ing to be the effect of this section? 

Of course, we understand that the ordinary national bank 
in county-seat towns and in smaller cities maintain safe­
deposit boxes, and ordinarily the bank's customers are given 
the use of these boxes without charge. This is an accominoda­
tion service, and at most imposes on the bank no greater duty 
than to exercise ordinary care in the custody of the contents of 
these safe-deposit boxes. Only in exceptional cases are safe­
deposit companies organized in county-seat or country towns. 
But in cities the safe-deposit business has assumed great pro­
portion, and safe-deposit corporations are frequently organized 
without having any :fiscal relationship to banks, and multi­
tudes of people transact their business with these safe-deposit 
companies, never thinking or caring whether or not they have 
any relations with any bank. In other words, in the cities the 
safe-deposit business is an independent activity, not necessarily 
connected with banking business, and many people have busi­
ne s with a safe-deposit company that never have any business 
with banks. 
- Now, the inve tment by a bank of 15 per cent of its 1ID.im-
paired capital and surplus may or may not be a profitable 
venture ; and if the bank does not control a majority of the 
stock of the safe-deposit corporation, thereby giving the bank 

~.control and supervision over the operation of the safe-deposit 

company, very frequently the investment would prove un~ 
profitable and this large proportion of the bank's assets are 
liable to be lost. 

Mr. WILLIAl\ISON. Will the gentleman yield :further? 
?tfr. LOZIER. Certainly. 
Mr. WILLIAMSON. Does not the gentleman think that if 

a bank has invested in a safe-deposit-vault corporation to the 
extent of 15 per cent of its capital stock it will take more care 
to see that the corporation is properly conducted than if it 
had no interest in it at all? This is a safeguard for the de­
positor. 

Mr. LOZIER. How can the bank see that the safe-deposit 
corporation is properly conducted if the bank is only a minority 
stockholder in the safe-deposit concern? Only in cases where 
the bank invests a sum sufficient to give it a majority of the 
stock and a controlling interest 1n the corporation can it, 
in the language of the gentleman, "see that the corporation 
is properly conducted." Even if the bank has a controlling 
interest in the safe-deposit corporation, it is not probable that 
the officers of the bank could exercise efficient supervision over 
the activities of the safe-deposit corporation. It would seem 
to me that the officers and directors of the bank would find all 
their time employed, and more profitably employed, if they 
gtve all of their attention to the affairs of the bank proper. 

Officers of national banks, in theory at least, are expected to 
give unremitting attention to the business of the bank. If the 
officers of the bank shanld attempt to give personal supervision 
to the affairs of the safe-deposit corporation, such oversight 
would in all probability be at the expense of the bank. A large 
proportion of bank failures result from the failure of the offi­
cers of the bank to give all their attention to the affairs of the 
bank, resulting in the neglect of important matters vitally 
affecting the welfare of the bank. One who was wiser than 
the gentleman from South Dakota, in the long ago, stated the 
inffexible law of service when he said, uNo man can serve twq 
masters,',. and that is true in the banking an,d business world 
as well as in every other department of human activity. 

I believe that national banks, in engaging in the safe-deposit 
business, should confine their operations and activities to their 
own corporations and should not become stockholders in inde­
pendent corporations organized under State laws and directed 
by an independent board of directors. National banks are 
primarily commercial banks and intended to engage in purely 
banking business. This act will weaken and not strengtlren 
national banks. When you authorize the directors ot a na­
tional bank to withdraw from the custody and control of the 
directors of the bank 15 per cent of its unimpaired capital 
stock and surplus and yield up the control of this fund to an 
independent corporation, created by State laws and regulated 
by State laws, you impair the assets of the bank to the extent 
of the sum invested in such subsidiary or independent corpo­
ration. 

I therefore favor the first part of the proposed section, which 
reads as follows : 

That in addition to the powers now vested by law in national bank­
ing associations organized under the laws of the United States any 
such associations may engage in the business commonly known as 
sate-deposit business. 

I favor striking out the remainder of the proposed amend­
ment. It is unwise, in my opinion, to segregate 15 per cent 
of the unimpaired capital and surplus of national banks and 
permit the investment of such funds in independent safe-deposit 
corporations organized under, amenable to, and regulated by 
State laws, and in the management and control of which the 
officers and directors of the national banks may have but little 
or no part. 

The CHAIRMAN. The time of the gentleman from Missouri 
has expired. 

Mr. GREEN. Mr. Chairman, I move to strike out the last 
word. 

I think the gentleman from Missouri [Mr. LoZIER] has en­
tirely misread the provision concerning which he has been 
talking. The provision is-

Provided, however, That the amount invested in the capital stock of 
any such safe-deposit corporation by such association shall not exceed 
15 per cent of the capital stock of such association. 

This refers back to the deposit corporation. 
Mr. STEVENSON. Oh, no; it refers to the bank 
Mr. BURTNESS. No; the chairman of the committee will 

not claim that. 
Mr. GREEN. Then you have the grammar of the provision 

wrong. You have something in your provision that you do not 
intend. The language is-

/ 
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the capital stock of any uch safe-deposit corporation by such asso­
ciation. 

1\fr. BURTNESS. The association is the national banlr. 
Mr. LOZIER. \rill the gentleman permit me to answer? 
Mr. GREEN. Ye.. --
1\Ir. LOZIER. The distinguished gentleman from Iowa [Ml'. 

GREEN] mi. coru trues and mi interprets the proposed amend­
ment. My colleagues, the gentleman from South Carolina [Mr. 
STEVENSON] and the gentleman from North Dakota [Mr. 
BURTNKSS], have, in answer to the gentleman from Iowa, con­
·trued this provision identically as I have construed it. In 
my opinion, the provision is subject to but one interpr~tation, 
and that is the interpretation I ha-ve giYen it and whtch has 
been auctioned by the distinguished gentlemen from South 
Carolina and North Dakota. It will be observed that two kinds 
of organizations are mentioned in this section-associations 
and corporations. The a ·sociations, as expressly stated in the 
fir. t part of the se<:tion, are "national banking as ociations 
organized under the laws of the United States," while the 
latter part of the ection refers to "a corporation organized 
tmder the law of any State to conduct a safe-deposit business." 
Kow, this section authorizes "such associations "-that is, 
national banking associations-to invest not to exceed 15 per 
cent of the combined unimpaired capital and surplus "of such 
association "-that is, such national bank association-in "a 
corporation organized under the law of the State to conduct a 
safe-deposit busine s." 

The gentleman from Iowa erroneously construes the section 
as meaning that 15 per cent of the capital stock of the safe 
deposit company may be sub8cribed by the bank while as a 
matter of fact the section expressly provide. that the amount 
a bank may invest in a safe deposit company shall be limited 
to 15 ·per cent of the capital stock of the national bank, and 
not 15 per cent of the capital stock of the safe depo it com­
pany. In this :-:ection national banks are referred to a.s "asso­
ciations," and the ·afe depo··it company i · referred to as "a 
corporation." 

llr. GREE~. It refers to omething in a different para­
graph? 

1\lr. LOZIER. Xo; the same paragraph. Thi. paragraph is 
complete in itself and no reference is made herein to any 
other paragraph. - The very capable and eli. tingui:-hed gentle­
man from Iowa, an exceedingly valuable Member of this House, 
seldom misinte11)ret the English language. Bnt in this case 
I am sure he will, on reflection, construe t.his section as I 
have construed it and a· my colleagues from outh Carolina 
and North Dakota have con. true<.l it; and I do not believe 
that the language i. · :-:usceptible of any con truction other than 
the one I have given it. 

Mr. GREEN. I do not believe they have it the way they 
intended it. 

Mr. l\lcKEOWX l\Ir. Chairman, I move to strike out the 
la. t two words. 

Gentlemen, I want to call rom· attention to the fact that I 
do not believe yon realize the seriou.., uess of the proposition 
of permitting bank!:! to have these safe-depo:it boxes without 
some control by the Congre .. s. You are not realizing the 
Rerionsness of it because I know this Ilou ~e doe~ not want to 
do something that work. an injtL'5tice on the citizen. Here is 
what takes place now: The national banks all over the cotmtl·y 
unt in the small towns fix up a few afe-lleposit boxes which 
tlwy provide for the use of their customer ·. As a nlle they 
do not charge their en tomers for the use of them, although 
~orne of them do. The reason we ought to authorize them to 
{'ngage in this business and to charge for lock boxes is because 
the demand bas become so great in the~e mall towns all over 
the country and the burden has become so great that the bank 
ought to have the right to charge a small, rea:-onable fee, for 
tllis reason. The courts hold that if they accept the valuables 
of any depof:itor in their vaults, and they have no authority 
under the national law, the person who put. his valuables in 
that vault can hold the bank because of the fact it is not 
autholized by la'v to receive them. We ought to pass a law to 
authorize them to collect for these boxeR. 

Xow, let me tell you what actually takes place when a re­
C(•iver is appointed. Here is a man, a customer of the bank, 
who puts his paper..,, hi" deeds and note , and other valuable 
F:ecurities in tlle deposit box. A receiver is appointed for the 
bank. What does he do? He tells 1\Ir. A. that lie can not get 
into the box at all. A man haling notes to collect can not 
get them to collect. You are authorizing them to go into the 
~afety-deposit busineR and you ought to go further and say 
that the r<.'ceiver 8hall be compelled to go to the court and im­
pound tlJe paper.· there. :\lr. A comes around, and _ they must 

detail a clerk to go with him and see when he opens the box, 
because if they do not detail the clerk who e salary they have 
to pay, it may turn out that :Mrs. J says that she had a Yalu­
able necklace in there and when she carne back it was gone. 

The CHAIRMAN. The time of the gentleman from Okla­
homa has expired. 

Mr. JO!'-."ES. Mr. Chairman, I offer the following amend­
ment. 

The Clerk read as follows : 
Amendment oft.'ered by Mr. JoNES: Page 21, line 1, after the word 

"premi es" strike out the remainder of the paragraph, and in line 1 
strike out the word "either," and add after the word "premises" the 
words "or adjacent thereto." 

Mr. JO~"'ES. Mr. Chairman, I have listened to this debate-
1\lr. WILLIAMSON. Mr. Chairman, is there not an amend· 

ment pending to strike out the whole section? The amendment 
of the gentleman from Texas is seeking to amend it. 

The CHAIRMAN. Under the rules a perfecting amendment 
must first be considered and disposed of before an amendment 
striking out the whole section is disposed of. 

Mr. :McFADDEN. Mr. Chairman, we have been very liberlll 
in this matter and I would like to ee if we can not agree upon 
a time to close debate. I ask unanimous consent that all de­
bate on this section and all amenUments thereto be closed in 
seven minutes. 

The CHAIRMAN. The gentleman from Pennsylvania asks 
unanimous consent that all debate on the section and amend­
meBts thereto close in seven minutes. Is there objection? 

There was no o·bjection. 
1\Ir. JONES. Mr. Chairman, I have listened all through the 

debate for a rea on from the Banking and Currency Commit­
tee for this provision. I think they should be able to give ornP­
reason or the amendment should be adopted. l\Iy friend, the 
gentleman from South Carolina [Mr. STEVENSON], came down 
the aisle like a rip-snorting fire engine, and I thought he was 
going to run right over me, but all he attempted to do was to 
justify the first part of the paragraph. Nobody objeds to that. 
But he says banks can not do this safety-deposit business with­
out authority. Whether or not they have authority to do su& 
bn ine s they are doing it all over the country. Now, in order 
that I may comply with the only objection offered by the com­
mittee, I offer an amendment granting the power to e tablish 
this safety-deposit business on their own premises or premises 
adjacent thereto. If it is adopted there is nothing to keep a 
separate corporation from doing business, but they can not 
do· the busine s in the name of the bank. If the banks do not 
want the business what do they want authority to do it for? 
If they do want the busine s why clo they want the privilege 
of doing business under an assumed nap1e? 

That is what this would give them authority to do if they 
want to do o. They may take not to exceed 15 per cent of the 
capital stock of this little subsidiary. That means they may 
take one-tenth of 1 per cent of the capital stock and instead of 
having the First National Bank of Squan Creek, they may 
organize a little corporation to be known as the First National 
Bank of Squan Creek Safety Deposit Co. And yet the public 
would probably think the bank was running the entire busi­
ness of both concerns. 

I do not claim to be a banking expert, but I would like to 
have some member of the Banking and Currency Committee 
give me one rea on why a national bank should want to organ­
ize a eparate corporation. 

1\Ir. 1\lcF AD DEN. Will the gentleman yield? 
1\lr. JONES. Yes. 
l\lr. McFADDEN. All it does is to legalize what the na­

tional banks are doing without authority of law. l\lany of the 
large banks now in the city have had these afety depoi:lit 
boxes and have organized. 

Mr. JO!\'ES. Why do they want it? 
- lli·. l\IcF AD DEN. Becau e the lmsine~s is so large that it 

necessitates a separate organization. 
1\Ir. JONES. I thought the bill was to enable tl1em to build 

up bigger banks. As a matter of fact that is no rea~;on at 
all. The ambition of every bank i;· to be a bigger bank and do 
a bigger business, and I have never heard of a bank getting 
so big it could not operate. 

The CHAIR:\IAN. The time of the gentleman from Texas 
has expired. 

Mr. McFADDEN. Mr. Chairman, in the two minutes I have 
I would like to point out that this section had very careful 
consideration. We are trying to legalize that which national 
banks are now doing, and have been doing for some time pa t, 
in an illet.?;al manner. The public demands, particularly on 
small country bank , an opportunity to use theh' facilities for 
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the safe-keeping of papers. It is common practice in ·the small 

,"banks for a customer to go in and ask the banker to care for 
an em·elope in w~ich he may have Liberty bonds or securities 
or some other valuable papers. And so the banks have ·grown 
into a safe-deposit business. In the past few years many 
banks have put in safety-deposit boxes which has been of some 
expense to the banlc A service charge should be made. They 
llaT"e gone into it in that way and they should have legal au­
~thority for it. In the cities where safe-deposit business is car­
ried on, on a large scale, it is necessary for them to have sepa­
rate T"aults and departments for that. If this section be 
.stricken out it will deprive the national banks of the country 
of any right to own stock in these safe-deposit companies. 

Mr. JONES. Mr. Chairman, will the gentleman yield? 
Mr. MoFADDEN. I have only two minutes and I have not 

the time. This ·affords a -safety to depositors of the banks, in 
my judgment. The gentleman argues that if they establish .a 
separate institution and it is managed by the bank, the bank 
will hoodwink the public and mismanage the institution and 
steal the public's property. That is an asinine suggestion. 
Nothing like that would ever occur, but I think the depositors 
of these organizations are interested to see that the bank does 
.not assume some liability that it should not assume under the 
present procedure. 

The CHAIR~~. The time of the gentleman from Penn­
sylvania has expired. The question is on the amendment 
offered by the gentleman from Texas. 

Mr. BURTI\"'ESS. Mr. ·Chairman, may we have the Jones 
. amendment again reported? 

The CHAIRMAN. Without objection, the Clerk will again 
report the Jones amendment. 

There wus no objection, and the amendment was again re­
·poxted. 

The CHAIRMAN. The question is on the amendment o"ffered 
·bY the .gentleman from Texas. 

The question was taken, and the ·amendment was rejected. 
The CH.AlRMAN. The que. tion now t·ecnrs upon the amend­

ment offered by the gentleman .from North Da1wta to -strike 
out the section. 

The question was taken, and the amendment was rejected. 
The Clerk Tead as follows : 
Sue. 16. That section 22 of the 'Federal reserve act, subsection (a), 

paragraph 2 thereof, be amended to rea.a as follows : 
"(a) No -member bank and no offi_cer, director, or employee thereof 

shall hereafter make any loan or grant any gratuity to any bank ex­
aminer. Any bank officer, director, or employee violating this provision 
shall be deemed guilty of a misdemeanor and hall be .impnisoned not 
exceeding one year, or fined not more than -$5,000, or both, and may 
be fined a further sum -equal to the money so loaned or gratuity given. 

"Any examiner or assistant examiner who 'Shall accept a loan or 
gratuity from any bank examined by him, or from an officer, director, 

· o-r employee "thereof, or who shall steal, or unlawfully take, or unlaw­
fully conceal any money, note, draft, bond, or security or any other 
property of value in the possession of any member bank or from any 
safe-deposit box in or adjacent to the premises of SllCh bank, shall be 
deemed guilty of a misdemeanor and shall, upon convictiol}. thereof in 
any district caurt of "tbe Unitetl States, be imprisoned for not exceed­
ing one year, or fined not more than $5,000, or both, and may be tinea 
a further sum equal to the money so loaned, gratuity given, or prop­
erty stolen, and shall forever thereafter be disqualified .from holding 
office as a national-bank examiner." 

AME:I\'Di\IE~T TO PROHIBrT •DIBBCTORS OF FEDDBAL ~SBRVE ' BANKS PROM 
SUCCED>ING 'rHEiUSELYES UXTIL EXPIRATION OF 'ERRED YEARS FRO:U 
LAST SERTICE 

Mr. AYRES. Mr. Chairman, 1 offer the .following amend­
ment, which I send to the desk. 

T]+e Clerk read as follows : 
Amendment offered by Mr. AYRES : Page 22, line 9, after the word 

"examiner," insert the following as a ..new section to be numbered 
section 1 Ga : 

" That section 4 ·of the Federal reserve act, tn the paragraph 
relating -to the choosing <>f llireators, be amended and reenacted 
so as to read as follows : 

" 'At the iirst meeting of the full l>oard of directors of each 
Federal reserve bank it shall be the duty of the directors of 
classes .A, B, :md C, respectively, to de.!dgnate one of the members 
of eacll class who e term of office shall expire in ene year from 
the 1st of January nearest to date of such meeting, one whose 
term of office shall expire at the end of two years from said date, 
and one whose term of office shall expire at the end ot three 
years -from said date. Thereafter every director of a Federal re­
serve bank chosen as hereinbefore provided shall hold office for a 
term of three ·years ; and neither shall any director be appointed to 

succeed himself nor again appointed to such office wlthtn a period 
of three years from the date of expiration of a term or part thereof 
by him served. Vacancies that may occur in the several classes 
of direCtors of Federal reserve banks may be filled in the manner 
provided 'for the original selection of such directors, such ap­
pointees to hold office ""for the unexpired te:rms ot their -prede­
cessors.',. 

Mr. BREDY. Mr. Chairman, I make the point of order that 
the amendment is not germane. 

The CIIA.IRMAN. Does the gentleman from Kansas desire 
to be heard on this point of order? 

Mr. AYRES. I think not, ~Ir. Chairman. ~ appreciate the 
fact that under the -recent ruling of the Chan·, the Chair holds 
that an amendment of this kind offered to the bill is not ger­
mane because of the fac.t thut it does not go to any particular 
section in the bill that is pending. I do not care to argue the 
point of order for that reason. 

The CHAIRMAN. The point of order is sustaineQ, 
Mr. AYRES. While I am not at all in accord with the ruling 

of the Chair, I a-ppreciate it is the court of last resort on this 
question, and I must submit for the time. This proposed amend­
ment was introduced ·by me as a bill on December 13 and is 
now pending before the Committee on Banking and Currency, 
and 1 hope will be considered by that committee some time this 
session. If not, I shull certainly reintroduce it in the next 
Congress and keep on until some measure of the kind is passed 
to protect the banker desiring to do a .banking bUBiness and 
not have to be intimidated by directors of these Federal reser\e 
banks every so often soliciting reelection as directors. 

I do not contend that all directors of Federal reserve banks 
are guilty of this offense, for it is an offense ; but enough of 
them RTe to make it -ve:t:y embarrassing to certain bankers in 
several of the Federal reserve districts throughout the country. 
If these directors can continue in office by such methods, it 
means a financial oligarchy ; and such is the case now to a 
very great extent in some districts. This bill is to .put a stop 
to such methods. 

Evidence can be produced from more than one Federal re­
serve district where the officers and directors have themselves 
reelected, and thus call, Jf they ~ve not already done so, form 
combinations against certain localities in their districts. You 
understand, of course, this is not openly char.ged by bankers 
in suoh localities, because it might not be best for them to do so. 

Permit me to say unless some .measure of this kind is 
adopted, and that before long, a more drastic measure will be­
probably to .make it unlawful for a director either. directly or 
in.O.irectly to solicit reelection or reappointment, and providing 
a penalty for so ,doing. It should not be necessary to go to 
this e:xtreme. 

It is contrary to the intent and spirit of the Federal reserv-e 
act for a set of directors to .perpetuate themselves in office. 
This is being done through influence with member banks; they 
are able to dictate their reelection. I have seen letters sent 
out by these directors soliciting their reelection as directors 
and also letters sent out by their friends for the same purpose. 
Whf/1 a bank recei'res -such letters its officers hesitate to sa-y no. 

It may be 'for the best interests of the Federal reserve 
banking system to have the active officers in such banks, so 
long as they are competent, -succeed themselves, but it is a 
mista"ke for the directors in these banks constantly to reelect 
theiilSel ves. 

There are many reasons in audition to those I bave already 
given why this should be prohibited, and in view of the fact 
it :is embarra sing for the member banks to adopt this rule, 
I 'feel it is the duty of Congress to amend the act so as to. 

-make it .prohibitive by law. 1n some districts, I am informed, 
these directors, or some of them, spend almost as much time 
in perpetuating themselves and their friends in office ~s they 
do in managing the affairs of the banks. It must be apparent 
i:o all who have given this question consideration that the con­
tinuation of the same directors in the Federal reserve banks 
from year to year is sure to bring about eT"il results, for as 
I have said, it creates a financial oligarchy. 

All of these directors, that is in all three classes, are chosen 
for three years, and that is long enough for one period. This 
amendment simply provides when he has served in the ca­
pacity of a director he is ineligible to be selected again to act 
until three years have expired since last serving. There is 
nothing unfair or unreasonable about such a provision, and 
"I can not -see where anyone can make objection to it unle ·s 
it is because of hls uncontrollable desire to be perpetuated in 
office. · 

. Mr. mLL of Maryland. Mr. Chairman, 'I offer the following 
amendment }Vnich I send to the desk. 
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The Clerk read as follows : 
Amentlment offered by Mr. liiLL of Maryland : Page 21, line 10, 

strike out all of section 16. 

l\Ir. HILL of Maryland. Mr. Chairman, section 16 as it now 
exi:-:t. · in the Federal re ene act makes it a Federal offense for 
an:v bank officer or examiner to be connected with bribery or 
anything of that sort. That is a survival from and applica­
tion to the Federal resen·e system of the days when national 
banks were considered to be exclusively under the jurisdiction 
of the Federal Government, and in so extending the Federal 
criminal law to purely State institutions on the ground that 
they were in the Federal reserve system, there was a ques­
tionable extension of the Federal criminal jurisdiction; but 
in this pending amendment to the national reserve act there 
is another extension of Federal criminal jurisdiction which is 
not even questionable, but is so purely a State pol!ce matter 
that I think the committee should very carefully con 1der before 
it adopts it. . 

Paragraph 16 contains in the proposed amendment these addi­
tional words : 
or who hall steal or unln wfully conceal any money, notes, drafts, 
bonds, or security or any other property of value in the possession of 
nny member bank or from any afe-deposit box in or adjacent to the 
prf'mises of such bank. 

I can best give a summary of the effect of the amendment 
propo. ed to section 22 by ·ection 16 of thi.s bill by the repo~t of 
the committee it elf. In re ·pect to section 16 the comnnttee 
~ay. iu it. report: 

This section amends section 2~ of the Federal reserve act by making 
it a crime punishable under Federal statutes fOl' an examiner or assist­
ant examiner to steal from a member bank. 

Section 16 is as follows : 
SEc. 16. That section 22 of the Federal reserve act, subsection (a), 

paragraph 2 thereof, be amended to read as follows: 
"(a) Xo member bank and no officer, director, or employee thereof 

shall hereafter make any loan or grant any gratuity to any bank 
examiner. Any bank officer, director, or employee violating this provi­
sion shall be deemed guilty of a misdemeanor and shall be imprisoned 
not exceeding one year, or fined not more than $3,000, or both, and may 
be fined a further sum equal to the money so loaned or gratuity given. 

·'Any examiner or assistant examiner who shall accept a loan or 
gratuity from any bank examined by him, or from an officer, director, 
or employee thereof, or who hall steal, or unlawfully take, or unlaw­
fully conceal any money, note, draft, bOnd, or security or any other 
propertr of >alue in the po ses ion of any member bank or from any 
safe-deposit box in or adjacent to the premise!; of such bank, shall be 
de mcd guilty of a mi demeanor and shall, upon conviction therE'of in 
any di trict court of the United States, be imprisoned for not exceed­
ing one sear, or fined not more than $5,000, or both, and may be fined 
a further sum equal to the money so loaned, gratuity given, or prop­
erty stolen, and shall forever thereafter be di qualified from holding 
office as a national bank examiner." 

That creates a new Federal crime. It creates a very pecu­
liar Federal crime. It creates a crime by which if a 1:>ank 
examiner or an assistant examiner is in a bank and steals 
moner he goe into the Federal district court, but if the. cashier 
of a bank steals money adjacent to that money which was 
, tolen by the bank examiner, or if he joins the examiner as a 
t·on:-pirator in tealing it he is tried in the State court. It 
Reems to me there is no more reason for making it a crime 
applicable only to a bank examiner or an assi tant bank exam­
iner than there is for making it a crime for anyone to steal 
from a bank which is under the jurisdiction of the reserve 
s~·stem. 

The CHAIRMAN. The time of the gentleman from Mary­
land ha. expired. 

l\lr. HILL of Maryland. 1\Ir. Chairman, I ask unanimous 
consent to proceed for two minutes more. 

The CHAIRMA..~. I there objection? 
There was no objection. 
:Mr. HILL of ~aryland. Now, gentlemen. this section 16 is 

Tery much of the same type as section 17, and unles a member 
of the committee does o, I Rhall move to strike out al o sec­
tion 17 wlwn we reach it. The only reason I bring it to your 
con:ideration is on a que tion of ordinary and orderly State 
and Federal criminal procedure. 

At the pre. ent time there are certain offenses against the 
rnited States banking Ia ws which are offenses against the 
Federal Goyernment and which are properly handled by the 
Department of Justice and by its local United States distriGt 
attorney . But there is not any more reason for making theft 
from a State bank, which is under the jm·isdiction of the Fed-

eral reserve system, a Federal crime than there is making 
ordinary stealing from any bank, and if you are going to make 
it a Federal crime to steal from a State bank do not confine 
it merely to a bank examiner, but take in the other officers of 
the bank. I do not think that the ~"'eueral Penal Code should 
be extended, however, to any theft. The State laws amply 
puni. h what is a purely local crime, and there should be no 
extension of the Federal penal system to any crimes that are 
not offen..;es against the peace and dignity of the United States 
itself as a government. [Applause.] 

Mr. ~ TEVENSON. 1\Ir. Chairman, the very clo ing remarks 
of the gentleman from Maryland [Mr. HILL] justifies the 
amendment. Now, what is this amendment? Suppose the gen­
tleman's amendment prevails. We would still have the law as 
it stands to-day, except the language which we are putting in 
here iJ1 addition, and the gentleman objects, I believe, to that 
law. 

Mr. HILL of Maryland. I do not object to the existing law. 
The existing law does not deal with stealing. 

:\Jr. STEVENSON. Well, it deals with the next thing to it. 
1\lr. HILL of Maryland. Not with stealing. 
Mr. STEVENSON. Well, wor. e than that--
::\Ir. HILL of Maryland. It might just as well deal "ith 

murder. 
l\lr. STEYEXSON. That is one of the things we de.·ire to 

correct. Now, if the gentleman will permit, I want to under­
take to state what this doe . The gentleman says we ought not 
to make this law because stealing from a Federal bank is not 
c~erent from stealing anywhere else, and therefore we inva<.le 
the region of larceny. Let us look at this for a minute. That 
which is added here makes it a Federal offen e for any bank 
examiner to steal from the bank that he is examining. Occa­
sions have occurred where bank examiners with access to and 
control for hom·s and sometimes days of all the valuable assets 
of the bank have taken and misappropriated valuable secm·i­
ties, and when indicted there is no Federal law with whith to 
indict them, and we had to rely on just such procedure as you 
would get in the State courts. Now, the reason for making an 
exception and putting bank examiners' stealing under the Fed­
ernl tah1te is that the bank examiner is a Federal officer and 
he is put in a po ition where he can steal without let or hin­
drance from any bank he is called upon to examine, and there­
fore the. arne law which says to the bank, "You have got to put 
him in control of all the a ets of the bank; you have got to 
give him access to the vault; give him ab olute control while 
examining," says that " if he steals anything, we will put llim 
in "Gncle Sam's court and put him in a Federal penitentiary for 
doing it." and that is all that this does. 

l\lr. DEUPSEY. Will the gentleman yield? 
l\lr. STEVENSON. I will. 
Mr. DE:\IPSEY. Does not this simply give concurrent juris­

diction to the State courts and Federal courts, and is it not 
well to have the opportunity and the right to go into either 
court which the pro ecutor may find vest suited to puni. h llim 
if he is guilty of the crime? 

:\lr. STEYENSOX This gives concurrent jurisdiction to the 
Federal court and does not deprive the State court of 
jurisdiction. 

l\lr. HILL of Maryland. Will the gentleman yield? 
1\Ir. STEVENSON. Not now. I will call attention to this 

fact, that after the bank turns over to the examiner the a. set. 
of the bank they are in his posses:-;ion and it is not ordinary 
larceny when he takes it because there i. no taking from the 
po. session of the bank, and you have difficulty when you get 
into the State court, and we propo. e right here and now to fix 
t}?.e law where he can not tal~e the assets of a bank and get out 
of it by a technicality. 

Mr. HILL of Maryland. Will the gentleman yield to one 
question along that line? 

Mr. STEVENSON. All right. 
Mr. HILL of Maryland. The gentleman is a very experi­

enced lawyer and I will submit this que. tion to him, that the 
passage of this amendment if it deals with something el e otber 
than ordinary stealing makes exclu ·ive the juri diction of the 
Federal courts and takes away the jurisdiction of the 'tate 
court because it i. an ordinary principle of constitutional law 
that where the United States takes jurisdiction it ou. ts the 
State court.- Now, I will say to the gentleman we had this 
matter up--

Mr. STEVENSON. I heard the gentleman's statement and 
I do not propose to pause to enable him to make a speech a I 
have only a minute or two. I <lo not care whether it is ex­
clusi>e or not e:x:clusi>e. You haYe got a provision here which 
covers it. that when he takes or unlawfully steals or unlawfully 
misappropriates anything he can be prosecuted in the "Gnited 
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States courts and put in the penitentiary. That is what we 
ought to provide, because now we say to the bank, -" You have 
got to admit one of these men with the insignia of the United 
States Go\ernment on him and put him in complete control of 
your assets"; and if be ~teals we say, "We will put him in the 
11enitentiary where Uncle Sam himself controls and be will not 
be ubject to pardon by some easy-going governor." 

Mr. LOZIER. I move to strike out the last word, for the 
purpose of calling attention to subdivision (a) of section 1G, 
on page 20 of the pending bill. This is evidently a very drastic 
provision. By express terms it prohibits any member bank of 
the Federal l'eser-re sy. tern and all officers, directors, and em­
llloyees of such bank from making loans of any kind or char­
acter to a bank examiner, and prescribes a punishment by 
imprisonment not exceeding one year, or by fine, not more than 
~5,000, for the violation of this provision. In other words, it 
is ab olutely unlawful for any State or National bank that is 
a member of the Federal reserve system to make a loan of any 
amount to a bank examiner. Bank examiners under this sec­
tion are absolutely prohibited from borrowing money from a 
bank that is a member of the Federal reserve system. Thi · 
inhibition is absolute and unconditionaL It matters not how 
f.:mall or well secured the loan might be. It matters not what 
character and value of collateral is pledged to secure the loan. 
It makes no difference how far removed the bank may be from 
the territory where the examiner serves. Under this section a 
hank examiner could not borrow $100 from a member bank 
even though the examiner might be olvent and worth, over all 
liabilitie , a million dollar.. :r\or could he borrow $100 from 
a member bank even if he should offer to pledge as security 
therefor 10,000 worth of GoYernment bonds. 

I recognize the danger in permitting member banks to extend 
favor. to bank examiner , and with this policy I am in hearty 
accord. But I think this provision goes too far and to an 
unreasonable extreme, and in my opinion the interest of the 
1mblic, the banks, and the Government would not suffer if 
there should be a slight relaxation of this rigid rule. Is it the 
1mrpo. e of this provision to prevent a bank examiner from 
,getting a loan from a member bank of the Federal re er-re sys­
tem, State or national, no matter how olvent he may be. and 
''ithout regard to the collateral he may tender as security for 
the loan? Is that the purpose of this provision? 

:Mr. STEVENSON. No; that is not the purpo. e of this pro­
\i ·ion. That is the law now. We are only repeating it. If 
the gentleman will look at section 22 (a) of the Federal law 
he will find that that has been the aw for years. 

l\Ir. LOZIER. I have had no occasion to examine the law 
"'ith reference to this particular subject, but it . eems to me 
that this provision is unnecessarily harsh and drastic, and its 
>e\erity might be slightly relaxed and still accomplish the 
re.·ult sought to be obtained by this provision. I do not think 
that a bank should be permitted to make a loan to an exam­
iner who has acted, or who is now acting, in the territory or 
regional district where the bank is located, nor do I tl1ink that 
an examiner Rhould be permitted at any time or place to exam­
ine a bank from wrueh be bas at any time received favors in 
the nature of loans or gratuities of any kind or character, or 
to which bank or its owners or officer he is individually or 
financial1y obligated. nut as this is not a new section, but the 
reenactme-nt of a pro\i ion already in force, I shall not seek a 
modification of this proYision. 

The CIIAIRMAN. The C}UeRtion is on agreeing to the 
amendment offered by the gentleman from Maryland. 

The que tion was taken, and the amendment was rejected. 
The CHAIRMAN. The Clerk will read. 
The Clerk read as follows: 
SEC. 17. That se.ction 22 of the Federal reser-re act be amended by 

a<lding at the end thereof fi>e new paragraphs to read as follows : 
"(g) If two or more persons conspire to boycott, or to blacklist, 

or to cause a general withdrawal of deposits f1·om, or to cause 
n withdrawal of patronage from, or otherwise to injure the 
bu ine. s or good will of any national bank, or any other member 
t>ank of the Federal reserve system, and one or more of such parties 
do any act to affect the object of such conspiracy, tach of the parties 
to such con piracy shall be deemed guilty of a mi ·demeanor and shall, 
upon conviction in any court of competent jurisdiction, be fined not 
more than '5,000, or imprisoned for not more than five years, or both. 

"(b) Whoever shall assault any person having lawful charge, con­
trol, or custody of any money, securities, funds, or other property 
in the posse.ssion of any member bank of the Federal reserve system 
with inJ:ent to rob, steal, or purloin such money, E<ecurities, funds, or 
other property, or any part thereof, or whoever shall rob any ncb 
person of such money, securities, funds, or property, or any part 
tb('reof, 1>hall be imprisoned not more than 20 years ; and if, in effect­
ing or attempting to effect such roubery, he shall wound such person 

having custody of such money, securities, funds, or other property, 
or ,put his life in jeopardy by the use of a dangerous weapon, shall 
be imprisoned for not more than 25 years. 

" "\\hoever shall break into and enter any member bank of the Fed­
eral resen--e system with intent to commit a felony therein shall be 
imprisoned for not more than 20 years. 

"(i) "\\hoe-.e.r shall make any statement, knowing it to be false, 
for the purpose of obtaining for himself or for any other person, 
firm, corporation, or association a loan of money from any member bank 
of the Federal reserve system, shall be punished by a fine of not 
more than ~·:;,ooo, or by imprisonment for not more than fi>e years, 
or both. 

"(j) \\l:loe-.er shall conceal, dissipate, sell, or fraudulently diYest 
himself of any personal property upon which there is a mortgage 
executed by him to any member bank shall be punished by a fine of 
not more than $:J,OOO, or by imprisonment for not more than five years, 
or both." 

:!\Ir. WIXGO. 1\Ir. Chairman, I move to strike out the sec­
tion. 

The CHAIRMAN. The gentleman from Arkansas offers an 
amendment, which the Olerk will report. 

The Clerk read as follows : 
J.mendment offered by Mr. \\noo: Page 22, line 10, strike out 

section 17. 

The CHA.IRllAN. The gentleman from Arkansas is recog­
nized. 

:.\lr. WIXGO. Mr. Chairman, I will ask the members of the 
committee to ju t take a look at section 17. It undertakes to 
have the Federal Governm.ent punish a conspiracy affecting the 
creclit of a bank. That is one offense. It undertakes to ha\e 
the Federal Gm·ermnent punish embezzlement. It undertakes 
to ha\e the Federal Go\ernment punish burglary and bouse­
breaking. It undertakes to have the Federal Government pun­
ish the ordinary offense of obtaining money under false pre­
ten~ei'. It undertakes to have the Federal Government punish 
ordinary grand larceny and monng mortgaged property. 

Li:;ten to me : I challenge you now to name a single State of 
the rnion that has not a law puni::;hing e\ery one of these 
offensef'. Can any of you name a State that does not? I go 
further : I c-hallenge you to name one single State where the 
law against these crimes is not enforced. Stand up and 
an. wer rue. 

Then what do you propo e to do? You propose further to 
in"lacle the police powers of the State and undertake to make 
still further the Federal courts an ordinary criminal court, to 
puni:-:h the remo\al of mortgaged property, to puni h the ob­
taining of goods under false pretenses, and to puni.c;;h viola­
tion.' of all these other statutes and all those other ctiminal 
law that are certainly peculiarly within the province of the 
lo<:al courts to h·y and punish. 

Gentlemen. i it nece sary? It is not necessary. Yon can 
not name a State where as a general proposition they fail to 
enforce the~e laws. Then what do you do? You pile up still 
fm·ther upon the administi·ative officers of the Government and 
upon the Federal courts the doing of things that by the very 
philosophy of our Government can be done better by local 
machinery. 

Then what el~e do you do, gentlemen? By piling up this 
load still higher you further decrea e the efficiency of the Fed­
eral machine, and you add further to the burden and the 
temptation to commit g~·aft and fraud in the administration of 
the Federal machine. 

What else do you do, gentlemen? You further dull the sen._e 
of responi;ibility that after all is the Ledrock of our free in­
stitutions; the responsibility of the local citizens and local 
agencies to punish crime, to maintain law and order, and to 
protect human society against the ordinary criminals that 
threaten its destruction. 

Why, gentlemen, take the prohibition law. There is an illus­
tration. El'en though you retain in the Constitution the right, 
and make it the duty of a State to enforce that amendment, 
what hal'e you got? It i · a matter of common knowledge that 
in many jurisdictions they . ay the Federal Go\ernment bas 
usur1)ed thi~ authority and ha entered this field. and therefore 
the local officer. and local g~·and juries are under no moral or 
legal responsibility with reference to tlle commission of tho ·e 
offen es. 

Do you want to add to the burden further? Do you want 
to add to the confusion further? If you continue this practice 
and tbi policy, then you will undertake to make a Federal 
offen"e of everything that touches the post office or touches the 
mails or touc:hes any kind of Federal activity whatever, ue­
cau.·e certainly the private property known as a national bank 
is ~ot entitled to any more protection by a Federal court than 
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are all the officials and actinttes connected with the Felieral 
Gove:r:nment. Then you will have piled upon the Federal court 
the duty of punishing offenses that from time immemorial have 

1 been punished and tried by local courts and local grand juries. 
Mr. JOHNSON of Texas. Mr. Chairman, will the gentleman 

yield? 
Mr. WINGO. Yes. 
1\Ir. JOHNSON of Texas. Is it not true that the Federal 

courts are already congested by reason of the increased juris­
diction conferred upon them? 

Mr. WINGO. Oh, yes. You have overburdened the local 
, Federal courts and already made them police courts. 'l'he 
moment a bank is robbed, if it is a member bank, the local 
grand jury will say, " Let the F~deral courts attend to that." 
The moment you have the question of a farmer, maybe, taking 
his wheat or his corn or his cotton to market and disposing of 
the proceeds before he has technically satisfied the mortgage 
that the bank has upon it, yon will have him haled into a Fed­
eral court, not a local court. 

There is the evil, gentlemen. If you flatter yourselves that 
there is a feeling of respect and confidence in the hearts of the 
people of the country toward the Federal courts at this hour, 
you are mistaken. 

The CHAIRMAN. The time of the gentleman from Arkansas 
has expired. 

Mr. WINGO. 1\Ir. Chairman, may I have three minutes 
additional? 

The OHAIRMAN. Is there objection to the request of the 
gentleman from Arkansas? 

There wa no objection. 
Mr. WINGO. This very thing will have a tendency to make 

it more attractive to a man to have his banking dealings with 
State banks rather than with Federal banks. Why, gentlemen, 
we will take the offense with reference to making a false 
stat~ent. When a farmer, a merchant, or anybody else goes 
in to his banker the banker understands, gentleman, that that 
man is going to .Put up the finest presentation of his condition 
he can. The banker is not going to be deceived. If you write 
this amendment into the statutes and a man wants to borrow 
money from a bank he will say, "It will be safer for me to 
go to a State bank, because if I make a statement to a national 
bank they are liable to catch me up on some technical mis­
representation, which may not, in the first instance, have been 
misleading to the cashier, but standing naked and alone, and 
in the light of subsequent events, may be misleading, no matter 
how honest the man may have been. He may have had some 
subsequent misfortune ; the value of his securities may have 
dwindled, and then the bank comes and says: "Pay, pay, or 
we will drag you into a Fedeul court and prosecute you." So 
that sooner or later people will say: •• We will confine our 
borrowings to State banks rather than run the risk of getting 
tangled up in a Federal eourt upon some technical matter," 
which an over meticulous Congress, in their annety, have 

' placed upon the statute books. 
This is vicious, gentlemen. The courts of the States can 

protect the banks against these crimes. It is the duty of the 
courts of the States to do it; they are able to do it and they 
are doing it. I protest against this further invasion of the 

·police powers of the States. [Applause.] 
Mr. McFADDEN. I would like to ask the gentleman on the 

·other side whether we can not B..::,OTee on a time in which to 
close debate. 

J\lr. WINGO. Suppose we agree on 30 minutes. 
:Ur. CONNALLY of Texas. Let us go along for a while 

and then come to some agreement. 
Mr. McFADDEN. Thirty minutes is a pretty long time. 

But let me SJ)eak for a couple of minutes and then see whether 
we can not arrange this matter. 

It is fair for the House to understand why this proposal 
wa in erted in the bill. I want to say to the House that this 
amendment was worked out and was based on the operations 
of the comptroller's office and the Department of Justice in 
dealing with these -various cases that come up. It has been 
v-ery carefully considered both by the Department of Justice 
and the comptroller's office. The position of the Department of 
Justice is that there are many of these cases on which they 
can not get action in the State courts and that there should 
be some provision in the law providing for taking care of such 
ca es. That is the whole crux of this situation. Some State 
courts are handling the e cases in a satisfactory manner. 

~Ir. HILL of Maryland. Mr. Chairman, I would like 
recognition in favor of the amendment. 

.Mr. STEAGALL. Mr. Chairman, I ask recognition. 

Mr. McFADDiilN. :Ur. Chairman, let me ask the gentle­
man from Arkansas [Mr. Wnmo] whether we can not agree 
on limiting the time for di ~cussion on this amendment. 

Mr. WINGO. I am willing to reach a reasonable agree­
ment. What does the gentleman suggest? 

Mr. 0011-"<NALLY of Texas. Let us run along for a little 
while and then determine upon the time. 

Mr. McFADDEN. Mr. Chairman, I ask unanimous consent 
that all debate on the amendment to strike out the section 
close in 20 minutes. 

Mr. CONNALLY of Texas. Oh, no. . 
Mr. WINGO. Say 30 minutes, and say this section and all 

amendments thereto. 
Mr. McFADDEN. Mr. Chairman, I ask unanimous consent 

that all debate on this section and on all amendments thereto 
close in 30 minutes. 

l\Ir. JONES. ReserT"ing the right to object, let me suggest 
that if you limit the speeches to about three minutes instead 
of five minutes we can all get in. There B.I'e a number of 
amendments which Members desire to offer. 

Mr. OO~"NALLY of Texas. Mr. Chairman,· r~ervlng the 
right to object, I would like to say to the gentleman from Penn­
sylvania that we have been talking on this bill now for two or 
three days, and when we strike something that is really izn.. 
portant there seems to be a desire to cut the time for debate. 
What is the haste? Let ns talk about it a little bit. 

l\Ir. BEEDY. If the ·gentleman pleases, the gentleman from 
Pennsylvania has made his request at the suggestion of your 
minority leader. We are trying to accede to his request. 

Mr. CONNALLY of Texas. The gentleman is altogether too 
generous in his statement about that. 

Mr. BEEDY. The gentleman from Arkansas has said that 
he would like to limit debate to 30 minutes, and that is the 
request of the gentleman from Pennsylvania. 

Mr. CONNALLY of ['exas. How are you going to partition 
the time? That is what we would like to know. 

1\lr . .1\Icl!,.ADDEN. I will say to the gentleman 20 minutes on 
your side .and 10 minutes on this side. [Ories of 11 Vote t" 
11 Vote!"] 

The CHAIIDfAN. The gentle.man from Pennsylvania asks 
unanimous consent that all debate on this section and all 
amendments thereto close in 30 minutes. Is there objection? 

Mr. STENGLE. Mr. Chairman, reserring the right to object, 
unle the gentleman will add five minutes more I shall have 
to object. 

Mr. l\IcF ADD1DN. 1\ir. dhairmHn, I move that all debate on 
this section and all amendments thereto close in 30 minutes. 

The motion was agreed to. 
Mr. HILL of Maryland and Mr. BRAND of Georgia rose. 
The OHAffil\IAN. The Chair recognizes the gentleman from 

Georgia, a member of the committee. 
Mr. BRA...~ of Georgia. Mr. Chairman, I offer an amendm~nt. 
The OHAIRMAN. The gentleman from Georgia offers an 

amendment which the Clerk will report. 
The Clerk read as follows : 
Amendment offered by Mr. BRAND of Georgia: Page 22, line 28, 

after the word " both " insert a new parRKraph to read as follows : 
"(h) Whoever maliciously or with intent to deceive makes, pub· 

lishes, utters, repeats, or circulates any fal e report concerning any 
national bank or any other member bank of the Federal reserve system 
which imputes or tends to Impute insolvency or unsound financial 
conditions or financial embarrassment or which may tend to cause or 
promote or aid in causing or promoting a general withdrawal of de­
posits from such banks or which may otherwise injure or tend to 
injure the business or good will of such bank shall be fined not more 
than $5 or imprisoned for not more than five years, or both." 

:Mr. BRAND of Georgia. Mr. Chairman, I would like to ask 
the chairman of the committee if there is.any objection to the 
amendment which I have just offered, and whether he will 
accept the amendment. 

Mr. McFADDEN. I will accept that amendment, I will 
say to the gentleman. 

Mr. BRAND of Georgia. Mr. Chairman and gentlemen ot 
the committee, I have examined the code of two or three dif­
ferent States of the Union and would have examined others, 
but I have not had the time, and I can not find in any of these 
States-nor in my own State, although it has a statute upon 
the subject-a statute which makes the offen ·e set out in this 
amendment a felony. If I am correct about there being States 
which have no such statutes as my amendment proposes, it 
follows that the argument that the adoption of my amendment 
will be giving to the Federal courts jurisdiction of the same 
offense which the State courts now have is not well founded . 
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Mr. JOHNSON of Texas. Will the gentleman yield 1 
Mr. BRA .... ~D of Georgia. Yes. 
l\11'. JOHNSON of Texas. I did not get the full import of the 

gentleman's amendment. I want to inquire whether or not the 
terms of the amendment make it an offense if some one said 
something about a bank regardless of the truth or -Jalsity of 
the statement. 

.Mr. BRAND of Georgia. " Whoever maliciously or with in­
tent to deceive makes, publishes, utters, repeats, or circulates 
any false report" is the language of the amendment. 

Mr. JOHNSON of Texas. It says, "false report." 
Mr. BRAND of Georgia. Yes; false report. 
Continuing the statement which I want to make, suppose all 

the States in the Union have a statute similar to this, and 
when one violates a State statute that he can be prosecuted in 
t11e States courts, what objection is there to giving concurrent 
jurisdiction to the Federal courts for indictment and prosecu­
tion for the same offense? 

Mr. CONNALLY of Texas. Will the genleman yield? 
Mr. BRAND of Georgia. I yield. 
Mr. CONNALLY of Texas. The gentleman asks what is the 

objection to making it concurrent. 
1\fr. BRAND of Georgia. Yes. 
1\lr. CONNALLY of Texas. Does not the · gentleman know 

that that provides for two prosecutions for the same offense 
and jeopardy in one case can not be pleaded in the other? 

Mr. BRAND of Georgia. Exactly; but have you ever known 
of a court--

Mr. CONNALLY of Texas. Why punish a man twice for the 
same offense? 

l\lr. BRAND of Georgia. I do not want to do that, but I 
want to make it sure if by such tack as contemplated by this 
amendment a bank is broken that certain punishment follows. 
Let me further answer the gentleman's question by asking 
one. Have you ever known a defendant prosecuted and con­
victed in the State courts for a felony like this who was 
thereafter upon the same state of facts indicted and convicted 
in the Federal court also? 

l\1r. LARSEN of Georgia. That is done every day. 
::\lr. BRAl.~ of Georgia. I do not think that bas ever been 

uone in our State. 
Mr. McKEOWN. Will the gentleman yield for me to answer 

that question? I will say to the gentleman that the process by 
which they operate is that they say to a man, "If you do not 
plead guilty in the State courts, I am going to take you over 
and prosecute you in the Federal court." 

l\lr. BRAND of Georgia. Mr. Chairman and gentlemen, if a 
man goes out on the streets of a city or the highways of a 
country and maliciously or with intent to deceive circulates 
a false report about a bank against which he harbors some 
grievance, if he escapes prosecution in the State courts, the 
Federal courts should have the right to bring him to the bar 
of justice to answer for his conduct; should be escape prosecu­
tion though his evil conduct and false reports may have caused 
a bank to close its doors? 

The CHAIRMAN. The time of the gentleman from Georgia 
has expired. 

l\Ir. BRAJIITD of Georgia. Mr. Chairman, I ask unanimous 
consent that I may be given five minutes more to discuss this 
amendment. 

Mr. RAMSEYER. The time is limited, l\Ir. Chairman. 
The CHAIRMAN. Under the motion that has been agreed 

to that request is not in order, as the debate has been limited 
to 30 minutes with the understanding that the time be appor­
tioned to certain Members who signified their desire to be 
recognized. 

l\lr. RAMSEYER. Mr. Chairman, I wish to be beard in favor 
of the Wingo amendment. 

Mr. HILL of Maryland. I have already asked recognition 
for that purpose. 

:Mr. BRAND of Georgia. _Mr. Chairman, may I ask a ques­
tion for information? I have no desire to take up the time of 
the House; but who fixed the time for me to speak at only five 
minute.· ? I am a member of the committee. 

The CHAIRMAN. 'l'he rules of the committee. The rules of 
the committee say that a Member is entitled to speak for five 
minute!'> when the bill is being read for amendment. 

l\Ir. BRAND of Georgia. We agreed upon 30 minutes, but I 
want to know who has the right to divide up that 30 minutes. 

Mr. McKEOWN. 1\Ir. Chairman, I desire to offer some 
amendments without making any comments upon them. 

The OHAIRl\IAN. What is it the gentleman from Georgia 
desires to know? 

1\Ir. BRAND of Georgia. I want to know when an agreement 
is made to limit the debate to 30 minutes what law or rule or 

what Ilerson has the right to say a member of the committee· 
can speak only five minutes ? 

The CHAIRMAN. The rules of the Committee of the Who1o 
House are very explicit that a person in debate on an amend­
ment is entitled to speak for five minutes and no longer. That 
is the rule of the committee. 

l\fr. CONNALLY of 'l'e:xas. Mr. Chairman, I offer an 
amendment. 

The CHAIRMAN. The gentleman from Texas offers an 
amendment which the Clerk will report. 

The Clerk read as follows: 
Amendment otrered by Mr. CONXALLY of Texas: Page 23, l1nc 15, 

strike out lines 15 to 2;5, inclusive. 

Mr. CONNALLY of Texas. 1\fr. Chairman and gentlemen, I 
am not a banker and have not discussed the technical banking 
provisions of this bill, but my business experience bas been 
chiefly in the courthouse and I think I know something about 
the prosecution and defense of criminal cases, for I have ap­
peared on both sides of that issue as often as I could. 
[Laughter.] 

·Gentlemen, I want you to realize and understand what yon 
are proposing to do in this section of the bill. The gentlema~ 
from Arkansas [Mr. WIKGO] made a dear statement. I be· 
lieve the whole section ought to go out, but if you do not sn·ike 
out the whole section, for heaven's sake strike out paragraphs 
(i) and (j) on page 23. 

In reply to the argument of the gentleman from Arkansas, 
the gentleman from Pennsylvania [l\lr. 1\lcF.A.DDEN] made the 
same old-stock argument that "this section bas been very 
carefully considered by the committee." That is one reason 
why I am in favor of striking out the section, because it has 
been too carefully considered by the committee. 

Here is what the bill proposes to do: You are making a 
Federal offense, hauling people halfway across the State in -
some cases into a Federal court for a crime already punish­
able under State law. Now listen: 

(i) Whoever shall make any statement, knowing it to be false, for 
the purpose of obtaining for himself or for any other person, firm, 
corporation, or association a loan of money from any member bank 
of the l!"'ederal reserve system shall be punished by a fine of not more 
than $5,000, or by imprisonment for not more than five years, or both. 

Why gentlemen it does not require that the bank shall loan 
any money on the statement. Every State law requires be­
fore the party can be prosecuted that he must make a fal e 
statement, that the bank must believe the statement, and that 
be must get the money. Under this pronsion if a citizen goes 
into a bank and says, "l\Ir. Banker, I want to borrow some 
money," and the banker asks him what kind of a crop he has 
and he says a fine crop and after a while the grasshoppers eat 
it up he may possibly be annoyed by a charge of making a 
false statement, though be receives no money on the faith of 
such statement. 

Now what is section (j)? 
(j) Whoever shall conceal, dissipate, sell, or fraudulently dive t 

himself of any personal property upon which there is a mortgage 
executed by him to any member bank shall be punished by a fine of 
not more than $5,000, or by imprisonment for not more than fi>e 
years, or • both. 

In other words, the bank has a mortgage on some personal 
property. It is already an offense lmder the State law, and 
yet if you pa-ss this law, if that mortgagor disposes of a part 
of the mortgaged property he becomes guilty of a Federal of­
fense and can be hauled half way across some State into a 
Federal .court, when he could have been prosecuted lmder the 
State law in the county where the charge arose. 

1\"'hat else do you uo? Under the law a trial and con\iction 
in the Federal court is no bar to a prosecution in the S'tat~ 
court. The conviction in the State court is no bar to a pro e­
cution in the Federal court. If some little trader happens to 
dispose of a spotted calf on which some member bank has a 
mortgage, though there may remain ample security to satisfy 
the debt, he is subject to prosecution and conviction in both 
the State and Federal courts. It is not even provided that the 
sale must be fraudulent. 

Gentlemen, you are going too far. These offenses ought not 
to be federalized. There is no· more crime, no more moral 
turpitude in going to a national bank and getting money under 
false pretenses than there is in going to a merchant's place of 
business and getting money under false pretenses. There is no 
more moral tUI·pitude and no more crime in going into a na. 
tional bank and defrauding the bank of $5 than there is in 
defrauding an individual of $5. Why do you want to make it 
a double offense to get money from a bank? 
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The ·cHAIRl\IAN. The time of the gentleman from Texas 
has expired. 

1\fr. WILLIA...l\fSON. 1\Ir. Chairman, I offer an amendment. 
The Clerk read us follows : 
Amendment by Mr. WILLIAMSON : Page 23, line 21, after the word 

'' sell " iru.>crt the words " without the written consent of the mortga,.. 
gee." 

l\Ir. WILLIAMSON. 1\Ir. Chairman ftlld gentlemen of the 
House, I think the necessity for the amendment I have just 
offered is self-evident. As the section now stands, it would 
become an offense to sell mortgaged property even though the 
written consent of the mortgagee was given. The amend­
ment is similar to the language carried in the statutes of the 
various States and is necessary in order that the parties to the 
mortgage may agree to diHpo e of the property pledged for 
the purpose of liquidation. Unless the bfil is modified as sug­
ge. ted it would be very difficult for the mortgagor in many 
ca ·es to meet his obligations when due. 

Now, I want to devote the rest of my time to the attack 
that has been made on section 17 of the bill. 

Mr. RAMSEYER. Will the gentleman yield? 
Mr. 'VILLIAYSON. Yes. 
1\Ir. RMISElYER. Is the gentleman really sure that putting 

in the word " mortgagee " would cover the offense if the mort­
gage wa in the hands of an assig_nee? 

Mr. ·wiLLIAMSON. Probably not. It would then be cov­
ered by !;)tate law. 

Mr. RAMSEYER. When it g-ets beyond the hands of the 
mortgagee it is not an offense 'l 

!\fr. WILLIAM ON. No; the offense would be covered by 
the Federal statute only so long as the mortgage is among the 
as~ets of the bank making the loan. I want to say in that 
connection that the whole purpo e of the section is to provide 
for punLhment of offenses against national banks, and the 
moment the mortgage comes into the hands of a private indi­
vidual or another bank there is no longer any necessity of 
following it up by a Federal statute. 

l\Ir. RAMSEJYER. The offense is against the people, and not 
again t the corporation. 

Mr. 'VILLIAliSON. Technically, under the law, that is 
correct. Actually, it is against the bank. 

I can not yield to the gentleman further on that point. Sub­
section (i) has been criticized by the gentleman from Texas 
[Mr. Co~_-ALLY] upon the ground that under it the mere. mak­
ing of a fal e statement to the bank for the purpose of obtain­
ing credit, even though that statement is not acted upon by the 
bank, would constitute an offense. It is a well-recognized prin­
ciple in law that a section or a paragraph must be construed 
in connection with the context and in connection with the gen­
eral purpo:::es of the section or bill, as the case may be. When 
so read and construed it becomes perfectly clear that a man 
could not be pro~ecuted under this paragraph for making false 
re1)resentations to a bank upon which the bank did not act to 
its injury and upon which it extended no credit. The section 
as written has lJeen passed upon, as I understand it, by the 
D{'partment of Justice, and presumably is in good form. Cer­
tainly the construction can not be placed upon it that has been 
attempted here. 

Mr. llAl\.ISEYER. Has the Department of Justice passed 
upon the gentleman's amendment? 

Mr. WILLIAMSON. Oh, no; it has not. As to whether or 
not we should give the Federal courts concurrent jurisdiction 
with the State court· in punishing robbery and other crimes 
against national banks, as I regard it, is merely a question of 
J>olicy. '.fbe whole Federal reserve system is built upon the 
national banks, and the bill simply seeks to extend to the 
national banks the protection of Federal law. If this shall 
apllear to the House to be an unwise policy, the section should 
go out. 

~(r. JOH_~SON of Texas. Mr. Chairman, will the gentleman 
yield? · 

:Ur. WILLIAMSON. I can not yield. Time is too limited. 
This protection . is one, however, that I think might well bo 
granted. We have had innumerable cases of holdups not only 
of national banks, but of State banks throughout the Union. 
There has not been one case in ten where punishment has been 
meted out to the robbers. !'have bad con iderable experience 
not only as a prosecuting attorney, but on the bench, and know 
that tbe prejudice again. t the banks is so great in some com­
munities that prohibitPd offenses against them often go unpun­
ished, e>en though evidence against those charged is of a 
convincing character. 

The section as written is aimed at better law enforcement, 
and law enforcement in the end is primarily in the interest of 
the whole people, and not in the interest of any individual or 

special group, further than to p-rotect such indivic1ual or group 
against lawless and criminal acts. If this section does not 
contribute to better law enforcement and added protection to 
national banks, it may well be dispensed with. But if it does 
it should be retained. ' 

Mr. STEAGALL. Mr. Chairman, I want to supplement wllil.t 
was said by the gentleman from Arkansas [Mr. Wr~oo] and the 
gentleman from Texas [l\Ir. CoNNALLY] by calling attention to 
the fact that under para~aph (j) we not only Federalize the 
offenses named in this act but we create offenses which I dare 
say, do not exist in any substantial number of State; in the 
Unio~. I c~ll attention to the language of the last paragraph 
of this section, and I ask Members to give it their attention, 
especially those of you who are lawyers: 

Whoever shall conceal, dissipate, sell, or fraudulently divest himself 
of any personal property upon which there is a mortgage executed by 
him to any member bank shall be puni bed by fine of not more than 
$5,000 or by imprisonment for not more than five years. 

"Whoever shall conceal "-not fraudulently conceal not conn 
ceal with intent to hal'Ill or injure anybody having a' claim to 
p~o~erty, but whoever shall mer€ly conceal; whoe-ver shall 
disSipate-not fraudulently dissipate-and whoever shall sell 
not fraudulently sell, or convey-not whoever shall sell tor th~ 
pu~pose of hindering, delaying, or defrauding a bank who has a 
cla~m on the property, but whoever shall sell any property upon 
wh~ch he has given a mortgage shall be punished by the fine 
or 1mpris?nment ~s. fixed in this section of the bill. The only 
qualification reqmrmg a fraudulent intent is as to one who 
dive. ts himself of personal property upon which he has given a 
mortgage. Are we ready to say to the farmers of the South 
and West who are accustomed to execute mortgages on their 
crops that every time they take a bale of cotton or a load of 
~heat or a load of hay or a load of hogs to market and sell 
1t, even though it be for the pm·pose of discharging a mortgage 
upon that identical property and without wrongful intent they 
shall be ubjected to the trial for a Feder-al offen e and dr~gged 
acros~ the. country and tried in a Federal court as a criminal 
who IS trymg to defraud somebody in a sense equal to that of 
larceny? 

l\Ir. WATKINS. Mr. Chairman, will the gentleman yield? 
Mr. STEAGALL. Yes. 
l\Ir. W A'FKINS. I have suggested an amendment and I think 

the comnutt~ w~ ~gree with it, and I ask th~ gentleman 
whether he thinks It 1S adequate. I suggest that followin(Y the 
word" whoever," we in, ert the words" with inte~t to defr:ud" 
Would that suffiee? · 

Mr: S'l'EAG~. 'l'hat would help it, but something like 
that 1s needed m several other paragraphs of this section and 
the gentleman. fro?I Texas [Mr. Co...~NALLY] pointed out

1 

that 
merely for gomg mto a bank and making a statement which 
might be found not to be accurate a man would subject him­
self to the penalties of this section, even though the bank may 
not have. been defrauded, ~ven though the bank may not have 
parted mth one dollar of Its money by reason of the false rep­
re...,entation. It is ridiculous, and any lawyer who has ever had 
any experience in either defending or prosecuting criminal 
cases knows this is so. Such a statute would work untold 
hardship and injm:;tice. 

l\Ir. SIDINERS of Texas. Does not the gentleman think that 
as a general proposition these bankers ought to be intere ted 
in maintaining good State governments where they can get 
proteetion? What is the reason for this? 

1\Ir. STEAGALL. Certainly. I agree with all that has been 
said about the ricions policy of federalizing every petty offense 
like this does and subjecting citizens to trial in di~tant courts 
under Federal authority instead of holding them responsible 
to the citizenship of their own county, who know the cu torn· 
that prevail in that particular community, under the good old 
system that once prevailed in this country where the people 
governed themselves back home in .their States. [Applause.} 

Mr. HILL of 1'llaryland and other Members rose. 
The CHAIRMAN. The Chair will recognize the gentleman 

from Maryland. 
1\lr. McFADDE~. Mr. Chairman, will the gentleman from 

Maryland yield to me to mnke a short statement? 
Mr. HILL of Maryland. Yes. 

. l\lr. McF.ADDEJN. I rise for the l}urpose of suggesting that 
inasmnc·h as the attorneys here are l"'.lising o much objection 
to this section, so far as I run concerned, I shall agree with 
the opposition to strike it out. [Applam;e.] 

Mr. HILL of Maryland. That being the c e, I shall not take 
up much of the time of the committee in clLcu ing the nece -
sity for clearly defining the difference between the penal sys~ 
tern of the United States and the entirely separate and ilistinct 
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penal system of each of the individual and sovereign States. 
I have just touched on this question in my remarks on my pro­
posed amendment to strike out section 16. There may be some 
doubt in your minds as to whether or not section 16 deals with 
what should be made a Federal offense, but there should be no 
doubt that section 17 creates new Federal crimes, which are not 
now Federal crimes and which should not properly be made 
Federal crimes. I am glad the gentleman from Arkansas [Mr. 
Wmao] has moved to strike out section 17, as I stated when I 
opposed section 16~ I intended to move to strike out section 
17 if a member of the Banking and Currency Committee did 
not do so. 

The report of the committee on section 17 states: 
SEC. 17. This section amends section 22 of the Federal reserve 

act by making the following acts crimes punishable under Federal 
statute: Conspiracy to boycott, blacklist, or to cause withdrawal or 
deposits from a member bank ; robbery or burglary of a member 
bank ; making intentional false statements for purpose of obtaining 
credit from a _ member bank; and fraudnently dissipating or selling 
personal property upon which there is a mortgage to a member bank. 

Section 17, therefore, admittedly creates a number of new 
offenses against the laws of the United States as distinguished 
from existing offenses defined by the laws of the various 
States. The fundamental theory of Federal and State laws 
ha always been, until very recent years, that the State laws 
dealt with local crimes and the ll,ederal laws with offenses 
against the United States itself or some of its own laws o.n 
matters peculiarly relating to the Federal Government. So 
jealous of the independence of State police laws from Federal 
encroachment were the founders of the Constitution that Wil­
liam Maclay, Senator from Pennsylvania, voted against the 
judiciary bill in July, 1789. This bill, which had been pre­
pared by a Senate committee of which such friends of freedom 
as Charles Carroll of Carrollton were members, was bitterly 
opposed by some of the State l'ights Members of the Senate. 

"I op-posed this bill from the beginning," Senator Maclay wrote in 
his journal" " It certainly is a vile law system calculated for ex­
pense and with a design to draw by degrees all law business into the 
Federal courts. The Constitution is meant to swallow all the State 
constitutions by degrees, and thus to swallow by degrees an the State 
judiciaries." 

The watchful care with which all Federal penal laws were 
scrutinized kept Maclay's prediction from having any special 
warning until recent years, when the tendency arose to put 
more and more burdens on the Federal judicial system. To­
day we can well consider Senator Maclay's warning. The 
Federal Go-vernment should be strong in its legitimate prov­
ince, but it is weakened by attempts to expand its sphere to 
matters which are essentially and properly matters for the 
local police power of the separate and indi-v1dual States. 

Burglary is a well-known crime. It is recognized and pun­
ishE!d in every State of the Union. There is no difference, 
from the standpoint of orderly jurisprudence, whether burglary 
is committed on a Federal reserve bank, State bank, or a bank 
that has not joined the Federal reserve system. The laws of 
every State now punish the bank burglar, whether the bank be a 
reserve bank or not. There is no need to create double jeop­
ardy and permit the State and the United States to punish 
for the same burglary. 

Nor is it wise to take from the States the right to try bank 
burglars- who happened to select a bank that had joined the 
Federal reserve system. Here, however, is one of the things 
that section 17 of the pending bill proposes. Section 17 con­
tains the following : 

Whoever shall brenk into nnd enter any member bank of the Federal 
reserve system with intent to commit a felony therein shall be im· 
prisoned for not more than 20 years. 

Already, the Federal courts are swamped with cases that 
properly belong to the State courts, and here you are asked to 
add new crimes to the Federal Penal Code. You are asked to 
make new Federal crimes of matters that are. now taken care 
of properly by the State courts. · 

Suppose burglars entered two banks, a State bank located 
next door to a Sta.te bank that had joined the Federal reser-ve 
system, and suppose they stole the same amount of money from 
the nonmember bank as they stole from the member bank; 
the offense would be the same, an offense again t the peace 
of the State, and yet, by Rection 17, one offense would be a 
Federal crime and the other would be only a State crime. If 
the burglaries were committed, let ns say, on the eastern 
shore of :llaryland, one offeuse would be triable locally and 
the other in Baltimore in the united States DLstrict Court, 

with the -probability that in the latter case the burglar could 
be tried a second time by the local State court, even after con­
viction by the Federal court, thus violating the guarantee 
against double jeopardy contained in the Constitution. 

I am glad the chairman of the Banking and Currency Com­
mittee [Mr. McFAi>DEN], who has so ably handled this complex 
and difficult bill, has stated that he accepts the amendment 
of Mr. WrNoo, and I hope you will vote to strike out of the 
pending bill section 17 and thus prevent a further and un­
warranted encroachment on the police powers of the States. 
[Applause.] 

The CHAIRMAN. The Chair desires to know whether the 
various gentlemen who ha-ve perf~ting amendments desire to 
withdraw them? 

Mr. BRAND of Georgia. No; I do not. 
The CHAIRMAN. The question is on the amendment offered 

by the gentleman from Georgia. 
Mr. BRAND of Georgia. I would be glad for the Clerk to 

report my amendment as a new paragraph. 
Mr. HILL of Maryland. I make the point of order that de­

bate is exhausted on all amendments pending. 
The CHAIRMAN. Does the gentleman -desire his amend­

ment to be put for action by the committee? 
Mr. BRAND of Georgia. No, sir. 
The CHAIRMAN. There is a motion to strike out the lan­

guage of the section. Does the gentleman wish his perfecting 
amendment to be considered? 

Mr. BRAND of Georgia. I want a -vote upon my amendment, 
and if I can withdraw it for the present and reintroduce it a a 
new paragraph I will do that. I withdraw it, Mr. Chairman, 
for the moment. 

Mr. AYRES. Mr. Chairman, I have a perfecting amendment 
which I offer, which is in the hands of the Clerk. 

The CHAIRMAN. The Clerk will report the amendment of­
fered by the gentleman from Kansas. · 

The Clerk read as follows: 
Amendment ot!ered by l\Ir. AYRES : Page 23, line 25, after the words 

" or both," insert the following as a new paragraph to be designated : 
"(k ) It shall be unlawful for ny director of any Federal reserve 

bank to solicit, either directly or indirectly, his reappointment or re­
election as a director of any such bank. Any director who willfully 
violates this provision shall be deemed guilty of a misdemeanor and 
shall on conviction thereof, in any district court of the United States, 
be fined Mt more than $1,000 or shall be imprisoned for not more than 
one year, or both such fine and impri onment." 

During the reading of the amendment, 
Mr. BEEDY. Mr. Chairman, I make the point of order that 

the amendment is not in order. 
Mr. AYRES. I suggest the gentleman wait until it is read. 
The CHAIRMAN. 'Vithout objection the Clerk will com­

plete the reading of the amendment. 
There was no objection. 
The Clerk resumed and completed the reading of the amend· 

ment. 
The question was taken, and the amendment was rejected. 
The CHAIRMAN. The question recurs on the motion of the 

gentleman from Arkansas to strike out the section. 
The que:tion was taken, and the motion was agreed to. 
Mr. Til\lBERLAKE. Mr. Chairman, I have followed the 

discussion of this bill with deep interest and with, I must 
admit, some changes in previously formed opinions regarding 
the main subject of the bill. 

I entered this consideration with pronounced views against 
branch banking, believing as I did that it was wrong in princi­
ple. This was not only my judgment, but I was supported in 
this view by the leading national bank officials in my district, 
with whom I bave frequently discussed this subject. 

While I entertained the same opinion as that held by the 
members of the great Committee on Banking and Currency of 
this body as to the provisions of the bill being wrong in 
principle but necessary for expediency, I have sought to follow 
them, realizing as I do the fact that their opportunity to 
study the que~tion in all of it phases was far superior to my 
own, and now, after weighing all evidence adduced by members 
of the committee supporting the bill, I ha-ve decided to surren­
der principle for expediency and support the bill. I intend 'to 
vote for it. 

I desire, first, however, to -voice my objection to the princi- · 
ple which is embodied in the bill and to e:\.rpre the hope 
entertained by its proponents that it -will not mean the enter­
ing wedge that will ultimately mean its f urther spread than 
the confines proposed in the bill, i. e., dtie~ ha\ ing a popula­
tion of 25,000 or more, a nd with no brnnclies outside the city 
in which the parent bank is domiciled. 
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I realize, as the committee suggests, that this action is one 
only of expediency and taken to protect the national bank 
members of the Federal reser\e bank against the possibility ·of 
being forced to surrender their national bank charters and 
theiiL membership in the Federal reserve system and take out 
State charters, which action very many of om· national banks 
ba\e felt forced to take recently to enable them to meet the 
competition of State banks in States permitting branch bank­
ing by their member bank . This bill would give national banks 
only the same rights as their competitive State banks enjoy_, 
thus enabling them to meet this competition and still be a part 
of the Federal reserve system, the perpetuity and stability of 
which appears to be threatened unless such action as this be 
taken. 

The arguments presented by the committee have been impel­
ling and convincing, and I have been constrained to follow them 
in their views. I believe the Federal reserye system to be a 
strong and most needful financial agency of the Government, 
yet I can not help but question whether it has conducted its 
affairs as was contemplated by the framers of the act. It was 
intended that it preyent failure of its member banks, which 
failures cause such hardship on the people and communities 
where they occur. It seems, however, that the Federal reserYe 
banks have not exercised this province. This is evidenced by 
the failure during the last year of 750 national and State banks 
and a great majority of these were national banks. They 
were mostly located in the agricultural sections of our country, 
where tlle greatest llardships were felt by the action of the 
Federal reserve banks in bringing about overnight almost the 
policy of deflation in 1919. 

After the period of great inflation during the war deflation 
was nece sary and should llave been started when the war 
cloRed and by a more gradual proces , which would have al­
lowed all to gradually adju t their affairs so that when finally 
accomplished no such disturbance of business nor such irrep­
arable losses would haye re ulted as those sustained by our 
people following agricultural pursuits have suffered. I there­
fore charge the Federal reserve banks very largely re ponsible 
for the deplorable condition agriculture has pa , ed tllrough 
during the past four years, and from which it is still suffering. 

Branch banking is wrong in my judgment. It tends to foster 
monopolization. Yet I have known of many instances where 
branches of this sy tern located iri agricultural sections hard 
hit by this deflation by reason of frozen as~et , caused by the 
great depreciation of values, when found by their bank exam­
iners to be insolvent and their closing contemplated were not 
allowed to be closed, which w-ould haYe entailed such loss to 
depositors and communities, but were at once given aid by the 
parent bank and the branch bank kept open. The great losses 
following closings were a\erted. To these communities branch 
banking was a great bles .. ing. 

Query: Should not our Federa~ reserve banks show like con­
sideration to their member bank~? In the case of those national 
banks w-hich have failed, corning under my per onal knowledge, 
could they haYe been given the assistance by the Federal re­
serve banks as given by the parent bank to its branches the e 
frozen assets would llave ere this, perhap , or within a short 
time, become liquid and these great losses have been aYerted. 

1\fr. 'VEFALD. Mr. Speaker, it is almost impossible for me 
to \isualize banker coming before Congress and asking for 
legL·lation in the interests of the people. The 1\fcFadden bill 
is purely a piece of clas legi lation, and as such I am against 
it. It is not claimed for it that its pasuage will benefit the 
people in general. Its passage is asked in order that the 
national banks may be benefited. The main purpose of the bill 
is to sanction and extend branch banking, to a limited extent 
to be sure, but it will be an entering wedge, if passed, that 
will in a short time drive the small bankers out of business 
and the local banks out of existence. The proponents of the bill 
say that the national banks and the Federal re erve system is 
threatened with dire calamity through the inroads into the 
banking business by the State banks. To get justice for the 
poor, down-trodden, big national banks-the mall banks are 
not considered-the proponent ask for perpetual charters and 
the right to establish branch banks. A few minor favors are 
asked for, like the increase in the loan limit to indi\iduals 
and extension of time for loan periods on city real estate from 
one to five years. The e demands are supposed to tickle the 
small-town bankers and line up their support for the bill. 

The bill also sets up a new catalogue of crimes under Federal 
law for offenses again:st national banks and banker by which 
it would be possible to mete out double punishment in State 
ancl Federal courts for the same crimes. This bill has the real 
earmarks of clas legislation, for after having asked for the 
different special favors, we are importuned to throw the strong 

arm of the law around them by which these interests will be 
perpetually protected in their old and new rights and also to a 
great extent eliminate every risk in the business. 

The bill pi·oposes that if two or more persons conspire to 
boycott, blacklist, or cause a general withdrawal of funds or 
to injure the business or good will of a national bank or other 
members of the Federal reserve, each party shall be liable to 
a fine of $5,000 or five years' imprisonment, or both. If we 
establish this as law, it may indeed be dangerous in any man­
ner at all to criticize a banker. The bill provides that bank 
robbery shall be punishable by imprisonment for 20 years, and 
if a dangerous weapon is used, 25 years. The making of a 
false financial statement for the purpose of obtaining credit 
shall be punishable by a fine up to $5,000 or five years' impris­
onment, or both. The selling of mortgaged property shall be 
punishable to the same extent of severity as the making of 
false credit statements. I am willing that bank robbery shall 
be severely punished, but before I vote for these severe penal­
ties I want to wait and see what size of punishment will be 
meted out to an arch criminal like Colonel Forbes, whose 
stealings are reputed to have run into the hundreds of mil­
lions and who has caused more suffering than any bank robber 
or bank wrecker on record. I also want to see what puni h­
ment will be given Doheny, Sinclair, and Fall for their steal­
ing of hundreds of millions of dollars' worth of the public 
domain from the Government before I vote for the severe pen­
alties asked here to be meted out against, for instance, a far­
mer in desperate financial circumstances trying to obtain a 
loan to save his home, who may under the stress of the cir­
cumstances overvalue his a ets, or for the evere penalties 
asked here that might be inflicted upon a farmer who might 
kill and eat a calf that had been mortgaged. 

There are also many other provisions in this bill that have 
been extensively discussed and which I will not be able to 
take up, which are, to my mind, not propo ed in tlle interests 
of tlle public good. We are asked to give to national banks 
perpetual charters, just like patents of nobility were granted 
by monarchs of the Old World to their favorite . The Federal 
Congre ·s should grant no perpetual right. ·we have enough 
of a money ari tocracy and banking nobility as it i to-day 
without passing any legislation that would forever perpetuate 
their priYilege~. 

In these discus ions there have incidentally been alluded to 
the many bank failures tlle country has had during the last 
four years. It is true that we have had nearly 2,000 bank 
failure during the Republican administration, but the banl\:s 
that b.a Ye failed haYe been nearly all located in the agricul­
tural districts. Nearly all ha\e been comparatively small 
banks that would not have been materially benefited by the 
pas ·ao-e of this act. Of the bank that failed le than one­
sixth haye been national banks. Yet we are asked to pass this 
bill to stop the inroads of competition from State bank . The 
banks that failed in the agricultural district failed because 
the farmers failed and not because some more special priv­
ileges should have been afforded them. Whenever we so adjust 
affairs that the farmers again become prosperous banks will 
again prosper, even without any new banking laws being 
passed. Not one champion of this bill has shown us that tlle 
passage of it would mean lower interest rates to the farmers 
and the people in general. I ha\e heard nothing to that effect 
in the debate upon the floor of the House, nor have I seen any­
thing that would hold out such a promise in tlle printed hear­
ings. 

Some of the supporters of this bill admit that the pa sage 
of it will further extend branch banking and claim that the 
e:xten ion of branch banking will work for the public good. 
Other supporters of it claim that it contain only as much of 
the evils of branch banking as is neces ary as an ~ntidote 
againqt branch banking by State banks where it exists. Only 
one })lace in the hearing can I find that the question of lower 
interest rates for the farmer is touched on at all in the dis­
cu ·~ion of the bill in the committee. The Ilon. Edmund Platt, 
vice governor of the Federal Reserve Board, who champions 
branch banking, quoted from a report of a recent parliamen­
tary im·estigation in England to the effect that the extension 
of branch banking and the extermination of country bank' 
had brought about keener competition and re ultcd in better 
treatment to agricultural communities. He had found this 
borne out also by the findings of a Canadian committee which 
in\estigated credit conditions in the Canadian Northwest a 
couple of years ago. He also refeTI'ed to a statement by Mr. 
Frank Murphy and 1\lr. Cashman, of 1.\linnesota, appearing in 
the hearings on the McNary-Haugen bill, from which he de­
ducted that farmer get lower intere t rates from Canadian 
banks than farmers get from banks in our own country. 
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There may be some truth to this; but nwnopoly, with us, 

ha alwa"Ys taken the other course, namely, to eliminate com­
petition. If, as in the matter of branch banking in. England 
and Canada, it stimulates competition and results in better 
treatment to the common man, the reTerse has, to my ob­
servation, usually been true in this country. In the North· 
west~ where I live, we have the branch or line lumber yard 
and the branch or line elevator, but the creation of monopoly 
in the e branches of trade has not worked out to the best 
advantage of the people. These business organizations have 
always charged the public all the traffic would bear, and driven 
farmers to organize for mutual protection, and compelled them 
in many places to enter actively into business in these lines. 
To add branch banking would be to add another evil to those 
already in existence. 

The local home bnnker ought to be given a further lease 
of life. He is usually the first man to come to the front with 
his advice and his money for the things that build better com­
munities ; and while the small-town banker has not always 
gi en the service he ought to have given, the strenuousness of 
the last year , I think, has taught him a lesson and brought 
him closer to and in closer touch with the people of the com-

. munity. 
To sum it up, I have not been shown where this bill will 

benefit the people generally. The couple of items in it that 
might be of interest to the small-town banker is not enough 
to offset the evil things in it I am :firmly convinced that the 
pas age of the. McFadden bill would be the beginning of the 
end of the small-town banker. For that reason I feel con­
strained to vote against it~ In casting my vote against this 
bill I feel sure that I am expressing the will of my constitu­
ents-the farmer, whose interest it is not to have banking 
monopoly further extended, and the small-town banker, whom 
I want to see yet have a right to a place in the sun. Of much 
more vaiue to the people than would be branch banking would 
be the right of the people to establish cooperat1ve banks, but 
as yet even to propo e it would be coMidered revolutionary. 

Mr. STE...~GLE. Mr. Chairman, I am in 4-earty accord with 
Judge BoYCE, of Delaware, who says: 

I have given my best consideration to the bill before the House. I 
have listened with careful attention to the arguments of the various 
Members who have discussed the bill pro and con. 

My opinion is that 1f the bill shall be passed it will not strengthen, 
but will weaken, the Federal reserve system, if not the national banhi.ng 
system generally. 

In an amendment to the Federal reserve act, passed in 1917, intended 
to encourage banks and trust companies of State origin to become 
members of the Federal reserve system, it was declared : " Subject 
to the provisions of this act and to the regulations of the board 
made pursuant thereto, any bank becoming a member of the Federal 
reserve system shall reta.in its full charter and statutory rights as a 
State bank or trust company, and may continue to exercise all corpo­
rate powers granted it by the State in which it was created, and shall 
be entitled to all privileges of member banks." 

Obviously the bill is more or less patchwork and, if passed, it will, 
in my opinion, tend to alienate State banks from the Federal reserve 
system. A more desirable bill, it seems ·to me, would be to liberalize 
the national banking sy&tem and place the banks of the national sys­
tem more nearly on a parity position with the best State banks. 

The Federal reserve system, having been created, it is desirable that 
all eligible State, as well as national banking associ tions. should be 
equally encouraged to join the Federal reserve system and thereby 
give the greatest pos:sible financial strength to all banks, whether 
national or State. 

In the discussion of the bill under consideration, it has become 
manifest that there· exists a fear that the Federal reserve system is 
1n danger, due, in a more or less degree, to the existence of the dual 
banking system in the country with the lack of parity between the 
two systems and particularly in respect to membership in the Federal 
1·e erve system. 

What is most desirable is the avoidance of the impairment of the 
financial strength of either system of banking, and the safeguarding 
of the Federal reserve system. My opinion is that the present bill 
will, if passed, drive State banks from the Federal reserve system, 
greatly impairing the system. The featu1.·e in the bill providing for 
branch banks will not relieve the situation and is, to. my mind, of 
doubtful wisdom-altogether, I am constrained to vote against the 
bill. 

Mr. BRAND of Georgia. Mr. Chairman, I offer my amend­
ment. 

The CHAIRM.A.......,.. The Chair would like to ask the gentle­
man from Georgi~ whether his amendment is in the form of 
a new section? 

Mr. BRAND .of Georgia. Yes; I am offering it as a new 
paragraph to this section. 

The CHA!RMAN. The gentleman from Georgia offers an 
amendment m the fo:cn of a new section whieh the Clerk will 
report. 

The Clerk read as follows: 
Insert as a new section to read as follows : 
"SEc. 17. (a) Whoever malicious-ly, or with intent to deceive 

makes, publishes, utters, repeats, or circulates any false report con: 
cernirrg any national bank, or any other member bank of the Federal 
reserve system, which Imputes or tendg to impute insolvency or 
unsound financial condition, or financial embarrassment, or which 'may 
tend to cause or provoke, or aid in causing or provoking, a general 
withdrawal of deposits from such banks, or which may otherwise 
injure, or tend to injure, the business or good will of such banking. 
shall be fined not more than $5,000, or imprisoned for not more than 
five years, or both." . 

Mr. BEEDY. Mr. Chairman, I make the point of order that 
the amendment offered is not germane to the bill. 

The CHAIRMAN. Although section 17, which adds a para­
graph to section 22 of the Federal reserve act has been stricken 
out, seetion 16, which also adds a paragraph to section. 22 of 
the Federal reserve act~ is still in the bill and therefore the 
Ohair thinks the amendment is germane and overrules the 
point of order. 

. Mr. LONGWORTH. Has not debate been exhausted on this 
section? 

The CHA.IRMAN. No; this is a new section. All debate on 
section 17 and amendments thereto has been exhausted and 
the section has been stricken out, but this is a new section 
being offered. 

Mr. McFADDEN. Mr. Chairman, I ask unanimous consent 
that debate on this amendment and all amendments thereto 
be limited to five minutes. 

The CHAffiM.AN. Is there objection? [After a pause.] 
The Chair hears none. 

Mr. BRAND of Georgiar Mr. Chairman, the new section 
which I propose, being known as section 17, reads as follows: 

(b) Whoever, maliciously or with intent to deceive, makes, publishes, 
utters, repeats, or cir-culates any false report concerning any national 
bank or any other .member bank of the Feder-al reserve system, which 
imputes or tends to impute insolvency or unsound financial condition 
or financial embarrassment, or which. may tend to cause or provoke or 
ald in causing or provoking, a general withdrawal of deposits from 
such bank, or which may otherwise injure, or tend tn injure, the busi­
ness or good will of such bank, shall be fined not more than $5,000 or 
imprisoned for not more than five years, or both. 

In the first place, I want to say that a provision seeking 
practically the same purpose as my amendment was in. the bill 
as ?riginally introduced. It was stricken out of the bill by a 
ma?ority vote. of the Committee on Banking and Currency. 
This amendment has been recommended by the Comptroller of 
the Currency, and my information is that it meets with the 
approval not only of the Federal Reserve Board but of the 
Treasury Department. Besides, the distinguished chairman of 
the Banking and Currency Committee of the House himself 
as the committee knows, has agreed. to accept the amendment: 
In addition to this, so far as I am informed, there is no mem~ 
ber of the Banking and Currency Committee, either Republican 
or Democrat,. who is opposed to this amendment. 

There is a very strong sentiment throughout the country in 
favor of this amendment as a protection to the national and 
State member banks of the Federal reserve system. So far as 
I can ascertain, but few States have State laws which cover in 
terms the offense sought to be made a felony by this amend­
ment. If this is not true, and if all the States have similar 
laws, the adoption of the amendment would only be givin<Y 
Federal courts concurrent jurisdiction of the offense sought t~ 
be made a Federal offense by the language of this amendment. 
No one, of course, wants any offender to be punished twice 
for the same offense, and yet I believe that the Federal law 
should be thus amended so as to protect all member banks of 
the Federal reserT"e system. 

The punishment for such an offense as provided for by this 
amendment should not be left exclusively for the State courts 
to deal with. These member banks of the Federal reserre 
system are entitled to the assistance of the Federal courD; in 
order to protect its own financial institutions. Ever1 stockholder 
and every depositor in national banks,. and also State banks 
which are members of the Federal reserve system, should have 
the aid of the Federnl court in punishing any person who may~ 
maliciously and with intent to deceive, circulate fal e reports. 
against the solvency of these Federal institutions. The depo .. Jtors 
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1 
and stockholders of these banks are entitled to special protec-

1 tion against any evil person who, maliciously and with intent 
~ to deceiYe, makes and utters false reports concerning their 
f solvency. It is a serious offense for one maliciously or with 
1 the intent to deceive to make and circulate false reports which 
!would tend to break or cause or provoke a general withdrawal 

1 
of deposits from any bank. There is no more successful way 
to bring about the breaking of a bank to the great injury of 

1 any community, as well as to its depositors and stockholders, 
, than to make people believe false reports which may be ma­
liciously uttered and circulated about the solvency of a bank. 
I There is more or less prejudice against the Federal reserve 
1 system and member banks of this system in the minds of many 
of the people during these perilous times, and the minds of the 
depositors can be easily misled by false reports against the 

1 
solvency of a bank. I contend there would be no infringement 

'Upon the rights of a State to enact a Federal law making it a 
1 crime to maliciously make and circulate false reports with 
intent to deceive the public in regard to the solvency of banks. 
It ought to be generally kno\\n throughout the United States 
that it is felony under the Federal law, as well as State laws, 
to be guilty of such conduct. I am not speaking particularly 
in defense of national banks or member banks of the Federal 
reserve system, but my interest is in and I am concerned about 
the depositors and stockholders in these banks. 

The adoption of this amendment will hurt no individual, will 
injure no bank, State or Federal, and no bank whether in or out 
of the Federal reserve system, and yet will afford protection 
to the stockholders and depo itors in all the banks of the 
Federal reserve system. Conceding that the States of the 
Union have similar laws, a malicious person would hesitate a 
long time before circulating false reports about the solvency 
of a bank with intent to deceive the people if he knew that not 
only the State courts could indict and convict, but that the Fed­
eral courts would certainly punish him if for any reason the 
State courts did not. 

The CHAIRUAN. The time of the gentleman from Georgia 
bas expired. The question is on agreeing to the amendment 
offered by the gentleman from Georgia. 

The question was taken, and the amendment was rejected. 
The CHAIRMAN. The Clerk will read. 
The Clerk read as follows : 
SEc. 18. That section 24 of the Federal reserve act be amended to 

read as follows : 
"~EC. 24. (a) Any national banking association may make loans 

seemed by first lien upon improved real estate, including improved 
farm land, situated within its Federal reserve district ot· within a 
radius of 100 miles of the place in which such bank is located, irre­
spective of district lines. A loan secured by real estate within the 
meaning of this section shall be in the form of an obligation or obliga­
tions secured by mortgage, trust deed, or other such instrument upon 
real estate when the entire amount of such obligation or obligations 
is made or is sold to such a sociation. The amount of any such loan 
shall not exceed 50 per cent of the actual value of the real estate 
offered for secur·ity, and such loan shall not run for a longer term 
than five years. Any such bank may make such loans only when the 
aggregate amount of such loans held by it or on which it is liable as 
indorser or guarantor or otherwise does not exceed a sum equal to 25 
per cent of the amount of the capital stock of such association actually 
paid in and unimpaired and 25 per cent of its unimpaired surplus 
fund, or to one-third of its time deposits, subject to tlie general limi­
tation contained in section 5200 of the Revised Statutes of the United 
~tates. Such banks may continue hereafte1· as heretofore to receive 
time deposits and to pay inter"est on the same, but the rate of interest 
which such banks may pay upon such time deposit or upon savings or 

1other deposits shall not exceed the maximum rate authorized to be paid 
'Opon such deposits by State banks or trust companies organized under 
the laws of the State wherein such national banking association is 
located; 

"(b) Any national bantdng as ociation may, subject to the limita­
tions contained in section 5200 (9} of the Revised Statutes of tbe 
United States, engage in the business of purchasing and selling without 
recourse obligations evidencing indebtedness of any person, copartner­
ship, association, or corpot·ation in the form of bonds, notes, debentures, 
and the like commonly known as investment securities. 

demand for this change in the law has been made with great 
insistency, and it meets with practically the unanimous ap­
proval of the national banks in the small towns and cities. 
The large city banks are not particularly interested in lending 
money upon city property, but in the case of the bank in the 
small communities the situation is different. First mortgages 
upon improved city property is the lJest security which the 
cu tomers of the banks in the small communities can offer. 
The present time limit of one year i too short to meet the 
situation. Such real-estate loans are ordinarily made by State 
banks for periods from three to five years. A :five-year mort­
gage note upon improved city property is more liquid ·and has a 
greater marketability than a one-year mortgage note. 

Next to branch banking the competition which these smaller 
national banks feel most from the State banks is in this matter 
of real-estate loans. If a national bank can not accommodate its 
cu tomer by lending him money upon the security of his city 
property for a period longer than one year, such a customer natu­
rally goes across the street to one of the State bank or tru t 
companies, where he obtains a loan upon the security of his 
real estate for the period he desires. The commercial account 
of such a customer in many cases will gravitate toward the 
bank which makes him such a loan. In this manner State 
banks and trust companies in the smaller cities and towns have 
been alJle to make steady inroads upon the busine s of the 
national banks to such an extent as seriou ly to impair their 
progre . This section as redrafted will have the effect of 
lifting to a considerable extent this handicap upon the smaller 
national banks. · 

1\Ir. WINGO. Mr. Chairman, will the gentleman yield right 
there? 

Mr. McFADDEN. Ye ; I will. 
Mr. WINGO. This authorizes the national banks to tie up 

their assets for five years on real-estate loan . Now practi­
cally all the big banks are for it. But <lid any of them fail 
to raise an oBjection when we tried to have a more liberal 
period afforded for agricultural paper? Can you conceive of 
anything that is cQlder and less liquid than a five-year loan on 
real estate? 

Mr. McFADDE~. I have just said to the House that it is 
more liquid than a one-year mortgage. 

l\Ir. STEYENSON. Mr. Chairman, I have an amendment 
that I desire to put in. 

The CHAIRI\lAN". The gentleman from South Carolina 
offers an amendment, which the Clerk will report. 

The Clerk read as follows : 
Amendment offered by Mr. STEYExsox : Page 24, line 22, after the 

word "deposits" insert the words "at the election of the association." 

Mr. 1\IoF.A.DDEN. 1\lr. Chairman, I accept that amendment. 
The CHAIRMAN. The question is on agreeing to the 

amendment offered by the gentleman from South Carolina. 
The amendment was agreed to. 
1\Ir. JACOBSTEIN. 1\lr. Chairman, I offer an amendment. 
The CHAIRMAN. The gentleman from New York offers an 

amendment, which the Clerk will report. 
1\lr. LUCE. l\1r. Chairman, I have an amendment to offer. 

I am a member of the cominittee. 
The CHAIUMA...~. Does the gentleman desire to offer an 

amendment? 
1\Ir. LrCE. Yes. 
The CHAIRMAN. The Chair will state that after the gen· 

tleman from New York, the Chair will recognize the gentle· 
man from Massachusetts in due season. The Clerk will report 
the amendment offered by tbe gentleman from New York. 

The Clerk read as follows: 
Amendment offered by l\:fr. JACOBSTEI~: Page 24, line 16, strike out 

the period after the word " years " and insert a comma, and add the 
follo"\\ing " Pro1;ided, That the appraisal used as a basis of such loans 
shall be approved in writing by two officials or two directors of the 
bank." 

1\Ir. J ACOBSTEIN. 1\Ir. Chairman, I am not opposing the 
principle of this section, or this portion of the section relating 
to loans on real estate. The amendment I am offering simply 
seeks to fix the responsibility for the acceptance of the real· 
estate security that may be used as the basis of the loan. 

1\Ir. 1\IcFADDE.:-l. 1\lr. Chairman, for the benefit and enlight- As I understand the law, there is no regulatory feature of 
enment of the l\Iembers of the House I would like to make a the Federal law to-day by which any officer or director of a 
brief statement as to thi.r;;; section. bank is made responsible for any appraisal of real e tate upon 

Section 18 is a reenactment of section 24 of the Federal 1 which a loan is made. My amendment simply provides that 
reserve act, under tbe provisions of which a national bank is when a bank makes a loan on real estate such appraisal as is 
permitted to make loans upon improved real e tate. The only accepted shall be approved in writing by two officials or two 
sub ·tantial change made from the existing law is the increase of directors of the bank. 
the period for which a loan may be made upon improved city It seems to me that is a fair amendment, which merely fixes 
prOlJerty from a period of one year to a period of five years. The the i·esponsibility in a section of the proposed bill extending 



1925 ' CONGRESSIONAL RECORD-HOUSE 1843 
the loaning power of the bank on real estate. If my und_er­
standing of the law is correct, I can not see any objection to 
the amendment which I offer. 

Mr. l\IcSW AIN. Mr. Chairman, will the gentleman yield? 
Mr. JACOBSTEIN. Yes. . 
Mr. McSWAIN. Does not the gentleman recognize that a 

loan on real estate is about the best security in the world 
except bonds themselyes? 

l\1r. JACOBSTEIN. I am not questioning the character of 
the loan. All I say is that when a national bank or a member 
of the Federal reserve ..,ystem makes such a loan then some 
officer or director of that bank-! say two-shall be respon­
sible in passing upon that appraisal. That is not uncommon 
in our State laws. 

Ur. l\IcSW AIN. Mr. Chairman, will the gentleman yield 
further? 

Mr. JACOBST.EIN. Yes. 
Mr. McSWAIN. Then why not hedge about the appraisal 

of personal and chattel securities in the same way or in a 
more strict way? 

Mr. JACOBSTEIN. Well, because where large \alues are in­
volved on real estate some minor officer of a bank, a bank which 
may not be on a sound footing, may actually extend large loans 
in a situation where heavy losses may be incurred. All my 
amendment does is to fix responsibility upon some recognized 
officers or directors of a bank. 

The CHAIRMAN. The question is on agreeing to the amend­
ment offered by the gentleman from New York. 

The amendment was rejected. 
l\1r. LUCE. Mr. Chairman, I mo\e to strike out the para­

graph beginning (a). 
The CHAIRMAN. The gentleman from Mas achusetts offers 

an amendment, which the Clerk will report. 
The Clerk read as follows: 
Amendment offered by Mr. LcCE: Page 24, beginning in line S, strike 

out subparagraph (a). 

Mr. LlJCE. At the end of a long debate on a complicated 
bill it may be expected that members of the committee will 
feel that the most important proposals having been pas ed we 
may hasten to the conclusion. Yet it happens that in the last 
paragraph of this bill is one of its most serious proposals, and 
o I bespeak the patience of Members. 
If the last five years have taught us anything in regard to 

economics, surely the story of frozen credits ought to make 
any man understand the danger in this proposal. The chair­
man of the committee has, quite unintentionally, I know, re­
peated the words of the report accompanying the bill wherein 
it was declared, also no doubt unintentionally, that the pro­
posed change concerns only city property. The fact is that it 
concerns all improved real e tate within the Federal district 
or within 100 miles of the bank affected. It contemplates that 
a substantial part of the capital and of the time deposits of 
any national bank ·may be lent on real-estate mortgages on 
impro\ed property for a term of five years instead of one year. 

In the 12 months ending with the first of this year--
Mr. STEVENSON. In order that we may be consecutive in 

this matter, the gentleman has made a statement about 100 
miles from the banlc Is not the gentleman con\ersant with the 
present law which allows a national bank to loan for five years 
on any agricultural real estate within 100 miles of the bank? 
If the gentleman's motion prevails, it would leave it exactly 
that way-that they can loan for five years on agricultural 
lands within 100 miles of the bank, but can not loan but one 
year on city real estate. And that is the only change. It puts 
city real estate and country real estate in the same boat. 

1\Ir. LUCE. Does the gentleman suggest that the present 
law or the change in the law prevents a national bank in the 
city of Boston from lending on im!}roved real estate within a 
radlu of 100 miles? 

Mr. STEVENSON. I suggest that it actually permits it now. 
The present law is exactly as it is written here, except that 
it limits it on city real estate to loans of one year. There is 
no other change in the bill, and tliis is merely to put city 
real estate up to five years. 

Mr. WINGO. May I suggest that the only actual change 
in the law is to trike out the present word "one" and insert 
the word "five" with reference to city property. That is all. 

Mr. LDCE. I thank both gentlemen for explaining to the 
House the accuracy of my statement, and if their failure to 
understand me led them to think I had not made it I regret 
the state of their auditory facilities. [Laughter.] 

I had brought to the attention of the House the fact that 
within the last five years no economic lesson has been taught 
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to us with more force than that of the danger in frozen credits. 
Thi change adds to that danger by increasing the opportunity. 
The explanation given is that change , hould be made because 
State banks may now do a thing which experience has taught 
us to be dangerous to the public welfare, a thing that brought 
us nearer the brink of financial disaster than any happening 
since the Federal re erve system was created. 

The CHAIRMA....Y The time of the gentleman from Massa­
chusetts has expired. 

Mr. J .. DCE. In view of the interruptions by the gentleman 
from South Carolina I ask for five minutes more. 

The CHAIRMA...\T. The gentleman from Massachusetts asks 
unanimous consent to proceed for five additional minutes. Is 
there objection? 

'l'here was no objection. 
Mr. LUCE. I think my sentence was broken when I started 

to say that in the 12 months ending January 2 of this rear 
there were 750 bank failures in this country, and that 104 
of them were of banks having a capital of more than $50,000. 
More than two failures a day, due largely to the sort of thing 
which you propose here to duplicate and b·iplicate, and, indeed, 
quintuplicate, for you extend a limit from one year to five 
rears. The very cause of our troubles you would thu in­
crease. Why, sir, the figures in the comptroller's report show 
that the time deposits of the national banks in this country 
in the last year amounted to $5,460,677,000. Now, one-third of 
that is ~1,800,000,000, which you propose as .one of the limit'3 
on the power of the national banks to lend on real estate five­
year mortgages. With the present limitation of one rear the 
amount lent is comparati\ely small; it amotmts to only $188,-
897,000, a trifling amotmt in comparison with the total of loans 
and discounts. 

You now invite precisely the thing that happened in the 
case of the five tru~t companies in Boston, to which I called 
your attention yesterday. They went on the rocks and so 
worked hardship to more than 100,000 persons because their 
directors had used much of the deposits in financing real-estate 
operations. You throw this door open to the national banks 
and tempt them to do the very thing which has brought dis­
aster in so many cases. It strikes me you could hardly take a 
longer step in the wrong direction. 

I reiterate what before I have said to the House. I do not 
think it our province to help one system of banks at the ex­
pense of another. 

I do believe our duty is to protect the people, and when you 
have before you these illustrations of the injury that comes 
from permitting commercial banks to engage in real-estate 
business, in the financing of building operations, when you 
confront these examples how can you justify rourselyes in 
encouraging the danger? 

Time deposits in commercial banks a)'e for the most part 
sums that have been put there for temporary purposes. They 
differ therein from the savings deposits in our mutual savings 
bank, which chiefly haye been put aside for long retention. 
Most of the time deposits in national banks depositors expect 
will be subject to withdrawal on comparatively short notice. 

It is said that five-year mortgages can be much more easily 
marketed than one-year mortgages. Granting this may be so, 
yet do gentlemen from the West and from the South not know 
the difficulties their banks have been under in the last few 
years in cashing any such obligations at all? _ Do you not 
know the hardships that have been brought to you by tying 
up your banking money in these forms of indebtedness that 
can not be quickly ·converted into cash? 

Confronted as you are with the. demand from your con­
·stituents that you help them, that you bring them laws which 
shall relieve them from such conditions, how do you explain 
a proposal that you freeze still ha1·der the commercial banking 
credits of your communities? Will not some gentlemap. answer:, 
me and tell me how he justifies himself? 

Mr. WEFALD. Does not the gentleman 1..11ow that the 
Republican Party now claims that the farmer has been per­
manently relieved and that such bank failures will not happen 
again? 

Mr. LUCID. I am not acquainted with any such claim on the 
part of the Republican Party or anybody else. Danger always. 
exists in imperfect and unwise banking conditions. 

Mr. WINGO. :Mr. Chairman, my friend, the gentleman from 
Massachusetts [Mr. liUCE], misunderstood my query, and the 
gentleman certainly has no right to throw his challenge at the 
Members from the agricultural States, especially to those on 
this side of the House. Our record shows we are sound on 
this question of laud loans. 
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The gentleman will recall that when you put into your 
pr seut law the authorization to a national bank to lend for 
five years on farm land I declined to stultify myself, and I 
told the Rouse and told· my farmers it was pure political b;mk, 
and that a demand-deposit commercial bank has no busme~ 
tying up the funds of its depositors in land loans. That evil 
has m·ecked more banks in the South and in the West than 
all the other evils of banking. It has been a curse to our part 
of the country. We fought for the Federal land-bank syst~m, 
and we are fighting to-day for it to be permitted to function 
tully as we intended it, and that would relieve the commercial 
banks of the load of these frozen credits, and the gentleman 
need not come shaking his gory locks at us. The gentleman 
has brought in a bill here t~at authorizes branches, and yet 
he does not segregate capital. 

I would like to see our committee undertake to reform the 
entire national banking system and undertake to divorce invest­
ment banking from commercial banking. I was opposed to 
your perpetual charter provision, because the sole excuse for 
it is that you want the commercial demand-deposit bank to 
engage as a perpetual trustee-a monstrosity, an absurd thing­
for a demand-deposit bank; and the gentleman should have 
-fought that provision which was so much sought fo~ by the 
banks of New England and of the North. 

" 'e should separate demand-deposit .commercial banking 
from investment banking. It is a crime to permit a national 
bank or a State bank or any other bank that receives demand 
deposits to tie such deposits up in long-time loans or trnsts. 
They ought to be held liquid, and the way to do it is not to 
.continually authorize these commercial deposit banks, under 
the plea of competition, to engage in investment banking. Let 
the man who -wants a loan upon his land go to the investment 
banker, the land banker, the mortgage companies, or the trust 
company, or the savings institution, and not go to a bank 
whose very philosophy requires it to keep its assets liquid­
a demand~deposit commercial bank. 

Gentlemen have agreed to this because it meets the cry of 
the bankers of New York and elsewhere, but I am not going 
.to stultify myself by saying I believe it is either sound or wise. 

Mr. WILLIAUS of Michigan. Will the gentleman yield? 
Mr. WINGO. I yield to the gentleman. 
Mr. WILLIAMS of Michigan. I want to call the gentle­

man's attention and also the attention of the House to the 
fact that the largest amount that can be loaned in the aggre­
gate on real estate by any bank under this bill would be one­
third of its time deposits. 

Mr. WINGO. That is too much. 
Mr. WILLIAMS of Michigan. It is limited in that way by 

the bill. 
Mr. WINGO. That is too much, and as a practical banker 

the gentleman knows it is too much. We ought to let them go 
to places that deal ih investment securities and not go to a 
commercial bank. [Applause.] 

1\Ir. BEEDY. Mr. Chairman, I move to strike out the last 
word. . 

1\Ir. Chairman· and gentlemen of the committee, I offer this 
pro forma amendment simply to inform the House and the 
members of the committee that when the House convenes I 
shall ask for a separate vote on the Hull amendments; and 
for the benefit of the Members who have not been able to be 
here, I want it distinctly understood that these amendments 
have never been presented for consideration before my com­
mittee and have never been approved by the committee. 

I now withdraw my pro forma amendment. 
'!'he CHAIRMAN. The question is on the amendment offered 

by the gentleman from Massachusetts [~1·. LucE] .. 
The question was taken ; and there were on a division (de-­

manded by Mr. LuCE)-ayes 34, noes 79. 
So the amendment was rejected. 
Mr. McKEOWN. Mr. Chairman, I offer the following 

amendment. 
1\!r. l\lcF AD DEN. 1\Ir. Chairman, I move that all del1ate 

on the amendments offered by the gentleman from Oklahoma 
and all amendments thereto close in five minutes. 

The motion was agreed to. 
The CHAIRMAN. The Clerk will report the amendment 

offered by the gentleman from Oklahoma. 
The Clerk read as follows: 

Amendment offered by Mr. McKEOWN : Page 25, line 12, after the 
word "notes," insert the word "and," and after the word 1' deben­
tu~s," insert a period and strike out line 13. 

Mr. McKEOWN. Mr. Chairman, I want to ask the chairman 
of the committee what is meant by this langulil.ge, " and the like 
commonly known as investment securities." I do not think 

this House wants to let down the bars and permit national 
banks or members of the Federal reserve system to go into the 
lending of money on speculative stocks and going into specula­
tive. business, taking the people's money and investing it in 
speculative business. I would like to know what that language 
means. 

Mr. McFADDEN. That means that when a customer comes 
into a national bank and wants to buy bonds or investment 
securities the bank can :fill his order. It is legalizing a common 
practice among banks to-day. 

Mr. McKEOWN. I would like to know whether under that 
proposition they can lend money on speculative stocks. 

Mr. McFADDEN. There is nothing in that provision that 
covers that. 

Mr. McKEOWN. Can they do it? 
Mr. McFADDEN. They can make loans ~ecured by stock 

under other provisions of the law. This special provision does 
not deal with that subject at all. 

Mr. McKEOWN. What is the difference between this lan­
guage and the present law? 

Mr. McFADDEN. This authorizes them to buy and sell in­
vestment securities-it is an addition to the law. 

The CHAIRMAN. The question is on the amendment offered 
by the gentleman from Oklahoma. 

The question was taken, and the amendment was rejected. 
Mr. STEAGALL. Mr. Chairman, I offer the following amend-

ment. · 
The Clerk read as follows : 
Amendment offeroo by Mr. STEAGALL : Add at the end of H. R. 8887 

a new section, as follows : 
" SEC. 19. That the first paragraph of section 7 of the Federal re­

serve act be amended by changing the period at the end thereof to a. 
semicolon and by adding the following: 'Proviclea, MW6'Ver, That before 
any of the net earnings shall be paid to the United States as a franchise 
tax so much of the said net earnings as may be necessary shall be used 
to pay to any depositor of any insolvent member bank such portion of 
any deposit due said depositor from said member bank remaining un­
paid where liquidation of aald member bank has been completed during 
the year for which the earnings ()f Federal reserve banks are being dls­
tributed, and the Federal Reserve Board 1s authorized to make such 
rules and regulations as may be necessary and proper to carry this pro­
viso in to effect.' " 

Mr. WILLIAMS of Michigan. Mr. Chairman, I make a point 
of order against the amendment. 

Mr. STEAGALL. Will the gentleman withhold that? Mr. 
Chairman, I ask unanimous consent that all gentlemen have five 
days in which to extend remarks on this bill. 

Mr. LONGWORTH. That can not be done in committee. 
The CHAIRMAN. The point of order made against the 

amendment offered by the gentleman from Alabama is sus­
tained. 

Mr. McFADDEN. Mr. Chairman, I move that the committee 
do now rise and report the bill with amendments to the House, 
with the recommendation that the amendments be agreed to, 
and that the bill as amended do pass. 

The motion was agreed to. 
Accordingly the committee rose; and the Speaker having re­

sumed the chair, Mr. LEHLBACH, Chairman of the Committee of 
the Whole House on the state of the Union, reported that that 
committee had had under consideration the bill (H. R. 8887) to 
amend an act entitled "An act to provide for the con ·olidation 
of national banking associations," approved November 7, 1918; 
to amend section 5136 as amende(}. section 5137, section 5138 as 
amended, section 5142, section 5150, section 5155, section 5190, 
section 5200 as amended, section 5202 as amended, section 5208 
as amended, section 5211 as amended, of the Revised Statutes 
of the United States; and to amend section 9, section 13, sec­
tion 22, and section 24 of the Federal reserve act, and for other 
purposes, and hap directed him to report the same back with 
sundry amendments, with the recommendation that the amend­
ments be agreed to and that the bill as amended do pas;;. 

The SPEAKER. Under the rule the previous question is con­
sidered as ordered. Is there any vote demanded on a separate 
amendment? 

Mr. BEEDY. Mr. Speaker, I demand a separate vote on the 
so-called Hull amendments. 

The SPEAKER. Is a vote demanded on any other amend­
. ment? If not, the Chair will put the other amendments in 
gross. 

The other amendments were agreed to. 
The SPEAKER. The Clerk will report the Hull amendments. 
The Clerk read as follows : 
Page 5, line 14, after the word "located," strike out the period, 

insert a comma, and add the following/" and it shall be unlawful for 
any such consolidated association to retain in operation anr branches 
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which may have been established subsequent to the approval of this act 
within the corporate limits of the city, town, or village in which con­
solidatro association is located in any State which at the time of the 
approval of this act did not by law or regulation permit State banks or 
trust compani('S created by or existing under the laws of such State to 
have such branches." 

Page 9, line 8, after the word "branches," strike out the period and 
in ·ert a comma and add the following: "but it shall be unlawful for 
any national banking a sociation having been converted into such asso­
ciation under the provisions of section 5154 of the Revised Statutes to 
retain in operation any branch wherever located which may have been 
established subsequent to the approval of this act in any State which 
did not by law or regulation at the time of the approval of this act 
permit State banks or trust companies, created by or existing under the 
laws of such State, to have branches." 

Page 9, line 16, after the word "not" insert the words " at the 
time of the approval of this act." Also, on page 9, line 23, after 
the word "regulation" insert the words "at the time of the approval 
of this act." 

Page 11, line 13, after the word " located," strike out the colon, 
in ert a comma, and the following: "And it shall be unlawful for any 
such applying bank in any State which does not by law or regulation 
at the time of the approval of this act permit State banks o.r trust 
companies created by or existin_g under the laws of such States to 
have branches within the limits of municipalities in such States, to 
become such a stockholder of such Federal re erve bank, except upon 
condition that such applying bank relinquish any branches which it 
may ha"\'e established subsequent to the approval o.f this act." 

Also, on page 11, line 23, after the word "thousand," strike out 
the period, insert a colon, and add the following: a .And prot'ided 
further, That it shall be unlawful for any such member bank to estab­
lish a branch within the limits of the municipality wh~re such bank 
is located in any State which does not by law or regulation at the time 
ot the approval of this act permit State banks or trust companies 
created by or existing under the laws of such States that lia"\'e branches 
within the limits of such municipalities in such States." 

The SPEAKER. The question is on agreeing to the amend­
ments. 

The question was taken ; and on a division (demanded by 
Mr. MoRTON D. Hu--r.L) there wer~ayes 129, noes 63. 

So the amendments were agreed to. 
The SPEAKER. The question now is on the engrossment 

and third reading of the bill. 
The bill was ordered to be engrossed and read a third time, 

and was read the third time. 
:Mr. BLACK of Texas. Mr. Speaker, I offer the following 

motion to recommit, which I send to the desk. 
The Clerk read as foll~ws : 
Mr. BLACK o.f Texas moves to recommit the bill to the Committee on 

Banking and Currency with instructions to. report it back to the House 
forthwith with the following amendments: 

Page ri, line 11, after the word " which," insert the word " it." 
After the word " have," on the same line, insert the words "pre­
viously established." Strike out the balance of the line and all of 
lines 12, 13, and 14, so that the proviso as amended will read: 
uAncZ provided fttrther, That except as to bra.Jlches in foreign countries 
or dependencies or insular possessions of the United States, it shall be 
unlawful for any such consolidated association to retain in operation 
any branches which it may have previously established." 

Strike out all of section 7 and insert in lieu of the matter shicken 
out the following: 

"SEc. 7. That section 5155 of the Revised Statutes of the United 
States shall be amended to read as follows: 

" ' SEc. 5155. It shall be lawful for any bank or banking associa­
tion organized under State laws and having branches to become a 
national ban.b."ing association in conformity with existing laws, and to 
1·etain and keep in operation its branches located in foreign countries 
or any dependency or insular possession of the United States but 
shall not retain any such branches located in the United States: Ana 
prodded, That it shall be lawful for any national banking associa­
tion having, prior to the appro"\'al of this act, acquired branches by 
virtue of having elected to retain such branches after having been 
con"\'erted from a State bank with branches into a national banking 
association, or through consolidation with such an association having 
such branches, to co.ntinue to operate any such branches.' " 

On page 9, lines 9 to 25, inclusive; page 10, all of the page; lines 
1 and 2 on page 11. Strike out all of section 8. 

Page 11, lines 3 to 25, inclusive; and on page 12, lines 1 to 6, in­
clusive ; strike out all of section 9 and insert in lieu of the matter 
stricken out a new section, as follows : 

" SEC. 9. That the first paragraph of section 9 of the Federal re­
Rerve act be amended by adding at the end thereof two provisions 
and a new paragraph, to read as follows: ' Provided, That on and after 
the appro"\'al of this act the board shall not permit any such applying 

bank to become a stockholder of such Federal reserve bank except 
upon condition that such applying bank relinquish any branches which 
it may ha"\'e in operation in the United States, but may retain any 
branches located in foreign countries or in dependencies or insular 
possessions of the United States. Provided fttrther, That no member 
bank shall after the approval of this act be permitted to establish a 
branch except in foreign countries qr dependencies or insular pos­
sessions of the United States. The term "branch or branches" as 
used in this section shall be -held to include any branch bank, branch 
office, branch agency, additional office, or any branch place of business 
located in any State or Territory of the United States or in the Dis· 
trict of Columbia at which depo its are received or checks cashed or 
money loanell, but shall not include any branch established in a for­
eign country or dependency or insular possession o! the United 
States.'" 

Mr. McFADDEN. Mr. Speaker, I move the previous ques­
tion on the motion to recommit. 

The previous question was ordered. 
The SPEAKER. The question is on agreeing to the motion 

to recommit. · · 
Mr. WI~GO. Mr. Speaker, on that I demand the yeas and 

nays. 
The yeas and nays were ordered. 
The question was taken ; and there were-yeas 90, nays 236, 

answered "present" 1, not voting 104, as follows : 

Allen 
Allgood 
Almon 
Bankhead 
Beck 
Berger 
Black, Tex. 
Blanton 
Box 
Boyce 
Browne, Wis. 
Browning 
Busby 
Cannon 
Carew 
Carter 
Connally, Tex. 
Cooper, Wis. 
Deal 
Dickinson, Mo. 
Driver 
Evans, Mont. 
Frear 

Abernethy 
Ackerman 
Aldrich 
Andrew 
Anthony 
As wen 
Ayres 
Bacharach 
Bacon 
Barbour 
Ba1·kiey 
Beedy 
Beers 
Bell 
Bixler 
Black, N.Y. 
Bland 
Boies 
Boylan 
Brand, Ga. 
Brand, Ohio 
Briggs 
Brumm 
Bulwinkle 
Burdick 
Burtness 
Burton 
Byrne. , S. C. 
Byrns, Tenn. 
Cable 
Campbell 
Chindblom 
Christopherson 
Clarke, N. Y. 
Cleary 
ColP, Iowa 
Collier 
Colton 
Connery 
Connolly, ra. 
Cook 
Coope1·, Ohio 
Cramton 
Crisp 
Crosser 
Crowther 
Cullen 
Cummings 
Dallinger 
Darrow 
Davis, Minn. 

[Roll No. 271 
YE.A8-90 

Garber 
Gardner, Ind. 
Garner, Tex. 
Garrett, Tenn. 
Garrett, Tex. 
Gilbert 
Goldsborough 
Hammer 
Haugen 
Hayden 
Hill, Ala. 
Hill, Wash. 
Howard, Nebr. 
Howard, Okla. 
Huddleston 
Humphreys 
Jeffers 
John on, Tex. 
Jones 
Jost 
Keller 
Kvale 
Lankford 

Linthicum 
Lowrey 
Lozier 
McClintic 
McDuffie 
McKeown 
Major, Ill. 
Major, Mo. 
Milligan 
Montague 
Moore, Ga. 
Moore, Va. 
Morehead 
Morrow 
Nelson, Wis. 
Oldfield 
Oliver, Ala. 
Park, Ga. 
Parks, Ark. 
Peavey 
Quin 
Raker 
Ranldn 

Rathbone 
Rayburn 
Romjue 
Rubey 
Sa bath 
Salmon 
Sanders, Tex .. 
Schneider 
Sears, Fla. 
Sinclair 
Steagall 
Stengle 
Strong, Kans. 
Swank 
Taylor, Colo. 
Thomas, Ky. 
'.rhomas, Okla. 
Tillman 
\oigt 
Wefald 
Wilson, Miss. 

N.AYS-236 
Davis, Tenn. 
Dempsey 
Dickinson, Iowa 
Dougnton 
Dowell 
Doyle 
Drane 
Drewry 
D:rer 
Elliott 
Evans, Iowa 
Fairfield 
Faust 
I<'enn 
Fish 
Fisher 
Fitzgerald 
Fleetwood 
Foster 
Free 
Freeman 
French 
Frothingham 
Fuller 
Funk 
Gallivan 
Gambrill 
Gasque 
Gihson 
Gifford 
Green 
Greenwood 
Griest 
Gu:rer 
Hadley 
Hall 
Hardy 
Hastings 
Hawes 
IIawley 
Hickey 
Hill, Md. 
Hocb 
Holaday 
Hudson 
Hudspeth 
Hull, Iowa 
Ilull, Tenn. 
Hull, Morton D. 
Hull, William l!J. 
Jacobstein 

James Murphy 
Johnson, Ky. Nelson, Me. 
Johnf"on, S.Dak. Newton, Minn. 
Johnson, Wash. Newton, Mo. 
Johnson, W.Va. O'Connor, La. 
Kearns O'Connor, N.Y. 
Kelly Oliver, N.Y. 
Kendall Parker 
Kent Peery 
Ketcham Quayle 
Kincheloe Hagon 
Kindred Rainey 
IGng Ramseyer 
Kopp Reece 
Kurtz Reed, N.Y. 
Lanham Robinson, Iowa 
Larsen, Ga. Rouse 
Lazaro Sanders, Ind. 
Lea, Calif. Sanders, N. J , 
Leach Sandlin 
Leatherwood Scott 
Leavitt Seger 
Leblbach Sherwood 
Lindsay Shreve 
Lineberger Simmons 
Logan Sinnott 
Longworth Snell 
Luce Speaks 
Lyon Spearing 
McFadden Sproul, 111. 
McKenzie Sproul, Kans. 
McLaughlin, Mich. Stalker 
McLaughlin, Nebr. Stedman 
McReynolds Stephens 
}.lcSwain Stevenson 
McSweeney Summers, Wash. 
MacGregor ·Sumner , Tex. 
1\facLafl'erty Sweet 
Madden Swing 
Magee, N.Y. Swoope 
Magee, Pa. Taber 
Manlove Tague 
Mansfield Taylor, W. Va.. 
Mapes Temple 
Mead Thatcher 
Merritt Thompson 
l\lichener Tilson 
Miller, Wash. Timberlake 
Minahan Treadway 
Moore, Ohio Tucker 
Moores, Ind. Tydings 
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Underbill 
Undl.'rwood 
Vaile 
Vestal 
Vincent, Mich. 
Vin on, Ga. 
Vin on, Ky. 
Wainwright 

Ward, N.Y. Welsh 
Ward, N. C. White, Kans. 
Wason White, Me. 
Watkins Williams, Til. 
Watres Williams, Mich. 
Watson Williams, Tex. 
Weaver Williamson 
Weller Wilson, La. 

ANSWERED " PRESENT "-1 
Wingo 

NOT ·vOTING-104 
Anderson Edmonds Michaelson 
Arnold Fairchild Miller, Ill. 
Bcgg F avrot . Mills 
Bloom Fredericks Mooney 
Bowling Fulbright Moore, Ill. 
BrittE.•n Fulmer Morgan 
Browne, N.J. Geran Morin 
Buchanan Glatfelter Morris 
Buckley Graham Nolan 
Butler Griffin O'Brien 
Canfield H anison O'Connell, N.Y. 
Ca ey Hersey O'Connell, R. I. 
Cellr r Hooker O'Sullivan 
Clarue Kerr Paige 
Clnncy Kie s Patterson 
Clarl\ , Fla. Knutson Perkins 
Cole, Ohio Kunz Pel'lman 
Collins LaGuardia Phillips 
Corning Lampert Porter 
Croll Langley Pou 
Curry Larson, Minn. Prall 
Davey Lee, Ga. Purnell 
Demson Lilly Ransley 
Dickstpin McLeod Reed, Ark. 
Dominick· McNulty Reed, W.Va. 
Enga n Martin Reid, Ul. 

So tbe motion to recommit was rejected. 
The Clerk announced the following pairs : 
On the vote: 
1\lr. Wingo (for) with Mr. Prall (against). 

Wood 
Wood.rulr 
Woodrum 
Wright 
Wurzbach 
Wyant 
Yates 
Zihlman 

Richards 
Roach 
Robslon Ky. 
Rogers, Mass. 
Rogers, N. H. 
Rosenbloom 
Schafer 
Schall 
Sears, Nebr. 
Shallenberger 
Sites 
Smith 
Smithwick 
Snyder 
Strong, Pa. 
SulUvan 
Taylor, Tenn. 
Tincher 
Tinkham 
Upshaw 
Vare 
Wertz 
Wilson, Ind. 
Winslow 
Wintet· 
Wolff 

Mr. Celler (for) with Mr. Harrison (against). 
l\Ir. LaGuardia (for) with Mr. Kiess (against). 
1\lr. Shallenberger (for) with Mr. Bloom (against). 
Mr. Fulmer (for) with Mr. Canfield (against). 
Mr. Schafer (for) with .Mr. O'Connell of New York (against). 
Mr. Begg (for) with Mr. Curry (against). 

Until further notice : 
)fr. ~!organ with Mr. Kerr. 
)It·. Winslow with Mr. Martin. 
l\Ir. ::\icLeod with Mr. Arnold. 
Mr. Purnell with Mr. Buchanan. 
Mr. Denison with Mr. Collin . 
Mr. Butler with 1\lr. Dominick. 
Mr. Patterson with l\Ir. Kunz. 
Mr. Reid of Illinois with Mr. Upshaw. 
Mr. Sears of Nebraska with Mr. Hooker. 
Mr. Strong of Pennsylvania with Mr. Richards. 
:M:r. Tincher with Mr. Croll. 
Mr. Yare with 1\Ir. Mooney. 
Mr. Mills with Mr. Bowling. 
Mr. Lampert with Mr. Corning. 
Mr. Graham with Mr. Favrot. 
Mr. Fairchild with Mr. Griffin. 
1\Ir. Britten with Mr. Smithwick. 
Mr. Perkins with Mr. Pou. . 
Mr. Rogers of Massachusetts with Mr. Rogers of New Hampshue. 
Mr. Paige with Mr. Davey. 
Mr. Clague with Mr. O'Connell of Rhode Island. 
Mr. Phillips with Mr. Sites. 
Mr. Robsion of Kentucky with Mr. Geran. 
1\lr. MicbaelJlon with Mr. Sullivan. 
Mr. Morin ith Mr. Reed of Arkansas. 
lllr. Wertz with Mr. O'Sullivan. 
Mt·. Smith with Mr. Wilson of Indiana. 
1\lr. Roach with Mr. Glatfelter. 
Mr. Porter with Mr. Dickstein. 
Mr. Ran ley with Mr. Lee of Georgia. 
:M:r. Fredericks with Mr. WolJF. 
Mr. Taylor of Tenne see with Mr. Eagan. 
Mr. Moore of lllinoL'l with Ur. Fulbright. 
Mr. Winter with Mr. Clancy. 
Mr. Hersey with Mr. O'Brien. 
:Mr. Larson of Minnesota with Mr. Lilly. 
Mr. Perlman with Mr. Clark of Florida. 
Mr. Cole of Ohio with Mr. Morris. 
Mr. Edmonds wit h Mr. Casey. 
Mr. Knutson with Mr. Browne of New Jersey. 
Mr. Tinkham with Mr. McNulty. 
Mr. Snyder with Mr. Buckley. 

The result of the vote wa announced as above recorded. 
The SPEAKER. The question is on the passage of the bill 
The question was taken, and the Speaker announced the 

ayes appeared to have it. 
Mr. BLANTON. I ask for a division. 
::\Ir . S.A.BATH. Mr. Speaker, I demand the yeas and nays. 
The SPEAKER. Twenty-six gentlemen have arisen, not a 

sufficient number. 
Mr. BLANTON. Mr. Speaker, I demanded a division. 
SEVERAL 1\fEMBERS. Too late. 
The SPEAKER. There is no division on Members rising. 

1\fr. BLANTON. I demanded a division on the passage ot 
the bill before the demand for the yeas and nays. I rose and 
asked for a division. 

The SPEAKER. The gentleman demands a division. 
The House again divided ; and t}lere were-ayes 172, noes 65. 
So the bill was passed. 
On motion ot Mr. Mcll' ADDEN, a motion to reconsider the vote 

by which the bill was passed was laid on the table. 
:Mr. VESTAL. Mr. Speaker, my colleague, :Mr. CURRY, is 

ill and asked me to make this report to the House, that if he 
were able to have been here at this time he would have voted 
for this bill. He wanted that record made. 

TREASURY Al\l> POST OFFICE DEP ABTMENTS APPROPRIATION BILL-­
CONFER-ENCE REPORT 

Mr. MADDEN. Mr. Speaker, I present a conference report 
for printing under the rule. 

The SPEAKER. The gentleman from Tilinois presents a 
conference report on a bill the title of which the Clerk will 
report. 

The Clerk read as follows: 
A bill (H. R. 10982) making approprlation for the Treasury aud 

Post Office Departments for the ftscal year ending June 30, 1926, and 
for other purposes. 

The SPEAKER. Ordered printed under the rule. 
FAVORING AN ADDITIO:-iAL l<,EDERAL JUDICIAL DISTRICT FOR NORTH 

CAlWLINA 

Mr. ABERNETHY. 1\.fr. Speaker, I ask unanimous consent 
to extend my remarks on an additional Federal district Ju 
North Carolina. 

The SPEAKER. The gentleman from North Carolina asks 
unanimous .consent to extend his own remarks on an addi­
tional Federal district in North Carolina. Is there objection? 
[After a pause.] The Chair hears none. 

?\h . .A.BEfu"Q"ETHY. Mr. Speaker, under leave to extend my 
remarks, I am inserting in the RECORD facts and :figures com­
piled by my colleague, H<>n. HALLETT S. WARD, Member of Con­
gress from the first North Carolina district, favoring an addi­
tional Federal judicial district for tbe State of North Carolina: 

The information transmitted to me from the Department of Justice, 
containing, as it does, the names and numbers of all the cases pending 
1n the State, and other features, creates s11ch unnecessary b11lk that it 
seems to me it is hardly fit to be printed in the RECORD in its present 
shape--I shall be glad to show it to you-and I therefore give you, I 
think, a fully sufficient ummary, as follows : 

The eastern district as now constituted contains : 

Oivil cases 

Raleigh ---------------------------------------------------- 16!l 
\Vilson----------------------------------------------------- 5 

~~i~::~116iti:::::::::::::::::::::::::::::::::::::::::::::: 2~ 
~:;biile~~~::::::::::::::::::::::::::::::::::::::::::::::::: ~~ Wilmington ______________________________________________ 139 

!laking a total of------------------------------------- 415 
Bankruptcy cases are not given, but their numbers may be reckoned 

from those of the western district, where there are 163, · 
The statistics show these civil cases to date back to 1911 in their 

origin, but they have accumulated, especially in 1923 and 1924. 
Criminal cases for the eastern district are as follows: At is ue 148, 

warrant docket 145, making a total of 293. 
The western district as now constituted contain.s: 

Civil ccues 

Greensboro--------------.---------------------------·-----­
Asheville------------------------------------------- -----­
VVUkesborO-----------------------------------------·-----­
Charlotte-------------------------------------------------

113 
51 

() 

s9 
llaktng a total of---------------------~------------- · 255 

Bankruptcy eases------------------------------------ 16~ 

OrlminaZ cases 
Asheville--------.---------------------------------------- 332 
Charlotte ------------------------------------------------- 182 
Greensboro ---- - ------------------------------------ ------ 24G 

~~~~~~t~~~~~~:-==============~======================= ~j~ 
~aking a total of---------------------------------- 1,1G3 

EXTE~SION OF REMARKS 

Mr. McFADDEN. 1\Ir. Speaker, I ask unanimous consent 
that all Members may have three days in which to extend their 
own remarks in the RECORD on this bill. 
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The SPEAKER. The gentleman from Pennsylvania asks 

nna.nimous consent that all Members may ha-ve three da.ys Jn 
which to extend their own remarks on this bill Is there ob- · 
jection? 

Mr. CHINDBLOM. Reserving the right to object, it will b~ 
the 1\Iembers' own xemarks? 

The SPEAKER. The Chair so stated. Is there objection? 
{After a pause.] The Chair hears none. 

THE "M'F ADDEN BANKING BILL 

Mr. RAINEY. Mr. Speaker, I expect to V{)te for this bill, the 
Hull amendments hating been adopted. These amendments 
bad the indorsement of the American Bankers' Association, 
and in my judgment they reduce to a minimum the dangers of 
branch banking as presented by the original bill. Under the 
leave given I print here in the REcoBD certain questions I sub­
mitted to Mr. Charles S. Castle, of Chicago, Ill., the repre­
sentative in Illinois in this matter of the American Bankers' 
Association, and I print his answers to the same : 

DDCEJCBER 1, 1924. 
"Mr. CHARLES S. CASTLE, 

Standar d Truat <£ Savinga Bank, 
11! Weat Adams Street, Ohicago, IU. 

MY DEAR MR. CASTLE : I .am in receipt of letters !rom Ron. M. F. 
Dunlap, president of the Ayers National Bank, of Jacksonville, and 
also in receipt of another letter from Mr. W. S. Rearick, of the firm o.t 
Skiles Rearick & Co., bankers, Ashland, Til., advising me that they 
have been requested to obtain an expression from me on the subject 
ot the McFadden-Pepper bill. I 'have also heard from 'Mr. B. C. 
Hodges, -of the Carrollton Bank, CarroJlton, Ill., on the same subject. 
All of them are favorably inclined to the bill for the reason ·fhat the 
.A.merican Bankers' Associatio.n is for it. 1 have not yet studied the 
bill, but I am submitting to you the following questions and wnuld be 
very glnd, indeed, to ha.ve your reply to the -same: 

1. Does the bill provide for branch banking? 
2. If the bill provides for branch banking, does it permit branch 

l>anking only in States -whieh have laws permitting banks to engage in 
lbranch banking? 

3. Does the American Bankers' .A.ssociation favor briDlch banking1 
4. If the American Bankers' Association favors b.rauch banking il8 

to national banks, in order to be consistent will it not attempt, if this 
bill becomes a law, to mduce State legislatures to pass laws permitting 
State ba:nlcs to engage in branch banking? 

6. If the legislature should permdt the State banks in Rny State to 
' ngage in branch banking, then under the McFadden-Pepper bill also 
national banks could engage in branch banking. Am I right about 
this'? In this event we would then have a system of branch banking 
ifirmly established in TiliD.ots and perhaps in all the St:B:tes. 

-6. nder a system o! branch banking would it not be 'POSsible for 
.a great bank in Chicago with deposits of fifty or a hundred million 
dollars to establish a:n office 1n a small town in my co.ngressional dis­
trict, operated with very slight overllead expense, provided branch 
banking was hereafter ~mpletely and logically developed? 
· a. lf the .above :proposition is pogg:lble, -would "this not greatly in­
jmre the busine s of country banks? 

B. In the judgment of the America-n Bankers' .Association would 
it be better to assemble bank •deposits in the cities and 1:a.k:e away 
from rural commUilities the moneys which have been cearned by farm­
ers, merchants, and mechanics in these communities and divert it 
to the cities ? 

9. Do you .not think that rural communities ought to be permitted to 
.retain their own money in their own banks, where it would be r-eadily 
available for the transaction of business in the several communities? 

10. Do you think large city ba.nkin,g institutions will be as sympa­
thetic in the matter of taking care of the business of fanners .and 
merchants in the communities in my congr~ional disttict as the 
bankers who are now doing business there? 

~1. Is it not true that the principal pro'\'1Sion in the McFadden­
Pepper bill which appeals 'to your association is the brnneh-banklng 
.pro.J)08itlon? It will greatly help me in reaching a conclusion 1f you 
will advise me as to whether or not the .American .Bankers' Associa­
tion favors braneh banking, and as to whether or not the McFad~­
Pepper bill is n<Jt the first step Jn the direction of establishing this 
srstem Jn the United States. 

12. Does not section 5190 of the Revjsed Stlrtutes of ~ United 
States as rewritten in the McFadden-Pepper bill permit the estab­
.lishment by national banks, not of hranch banks alone, but of "mere 
offices " within i:he territory permitted with the privilege of accept­
ing deposits and cashing checks? 

13. If the aoove is true, does not this greatly extend the possi­
bilities of branch banking? 

14. Is it not true that under the -section above mentioned as :re­
written, banks in States having over 100,000 .POPulation can establish 

... 

.AS many " mere otlkes " In the terrltozy in which they operate as i:hey 
may want to establish for the purpose of receiving depo its and cashing 
~becks? 

Hi. Under this section could not a great bank in Chicago or New 
York establish as many offices within its t erritory as it might desire to 
establish-a thousand of such offi~s if it elects to do so? 

16. If this is tru~, would not this have the efi'ect of greatly tncreas­
Jng the financial pow.er of a few very lai.'ge banks in great cities at 
the e:rpense of .all the small~r banks in the great cities, and would not 
this be a dangerous entering wedge in our entire banking system 
which might .have the .efi'ect of crnshing out of existenee smaller banks 
Jn the great cities ? 

11. Why should large banks in ·Chicago and New York and othe.r 
cities be permitted to establish a-s many " suboJfices " within the cor­
porate limits of said .cities as they may desire to establish, while ·a 
bank in a city with a population of from 50,000 to 100,000 can only 
operate two such "suboffices," and a bank in a city of from 25,000 to 
50,000 population can operate only one such " suboffice " ? 

.18. Upon what th.eGry does the American Bankers' Association pro­
cee~ when it favors a bill which permits branch banking in cities cif 
25,000 .and over and does not permit it in cities under 25,000? 

19. While section B of the McFadden-Pepper bill purports to pro.hibU 
a na.tional bank fr<Ull .Operating a branch Or II suboffiee U beyond too 
corporate limits of the municipality in which lt operates, is it not in 
effect a very great extension of the branch-banking privilege which may 
lead to subsequent legislation which .might permit a big bank to estab­
lish branch banks outside the municipalities .in which tt is loeated? 

20. Is Jt not true that b.ranoh banks are now operated by Federal 
rese]'ve member banks outside of the municipalities in which the 
principal offices are located? And does not section 9 of the McFadden 
bill protec.t and extend indefinitely the ,liie of the branches of these 
banks operating outside of the municipalities in which they operate: 

21. lf your answer to the above is yes, is it not true that the bill 
attempts to perpetuate indefinitely an existing dangerous banking 
.syst-em? 

22. If your answer to the last question is yes, will it not be true, in 
your judgment, that the next legislation demanded by the American 
.Bankers' Association will he legislation which will give to banks the 
privilege now enjoyed by the excepted banks? 

23. Can you give me the names o! .member banks in the Federal 
reserve system which now maintain branch banks or "suboffices" 
outside of the municipalities in which they q}){'rate, and how IDailY 
branches or "subo.ffices" and what branches a.r "subo11ices" do these 
Federal reserve banks now conduct outside of t he municipalities in 
which they operate? 

You will greatly .assist me in my study of the qne-stion which I will 
undertake soon, if you can .find time to answer fully the above 
questions. 

Very truly yours, 

·non. HENRY T. RAINEY, 

HENRY IT'. RAINEY • 

STANDARD TRUST & SAVINGS BANK, 
Chicago, December 11, 192,4. 

House of Rerwesen.tativea, Washi11gton, ..D. 0. 

DEAR CONGRESSMA..-'i RAINEY: Replying to yours of December l, and 
responding to your inquiries in the order made concerning the :llc­
Fadden-:Pepper bill with Hull AIDendm.ents : 

1. It is the ·aim of this bill to check branch banking at the point 
where It now exists and to prevent further expansion of the system. 

2. The bill pennits branch banking only in States which now haw 
lawB permitting it 

3. In replying to this question I beg to draw your attention .to 
the copy o! the resolution adopted by thl} association at Jts meeting 
in this city in September last. 

4. It is my understanding and belief that the association .does ·nat 
favor branch banking, and .accoril.ing~y ·wm not be interested in secmJing 
State legislation in favor -of it. 

5. In tbe event of the passage of the ·bill a national bank in Illi­
nois, for instance, could not have bran~s in future even if Illinois 
shnuld later on change the laws in such manner as to allow Stat6 
banks to establish branches. The Hull a:mendment to section 8 arui 
the annotation explains such a situation. 

6. I bel.leve it would be possible for a large bank in Chicago, New 
York, or perhaps other large centerB, to do ex-actly w.hat you -suggest 
which is the very thing we are aiming to prevent, and I am .firm in 
the belief that the McFadden-Pepper bill with the Hull amendments, 
if passed, will cprevent the establishment of any branch bank in the 
State ~f .Illinois. 

7. If and when branch banks are permitted in this or any other 
State, I ·strongly feel that it would operate to the detriment of the 
country ba.rfk.s. 

8. I am a strong advocate of local banldng service and thoroughly 
believe a bran~h bank would be a grea:t disadvantage to the farmer 
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or any local customer as compared with the service rendered by an 
independent institution. 

9. I am a firm believer in local communities retaining funds 1n 
their own localities available for business transactions at home. 

10. No. 
11. There are a number of provisions in the McFadden bill which 

are designed to improve the national bank system and to continue 
a sound foundation for the Federal reserve system. On these provi­
sions the entire association is agreed. The branch bank provisions, 
prior to the Hull amendments, were the ones upon which our associa­
tion was divided. The Hull amendments bring the association into 

· agreement. The American Bankers' Association does not favor branch 
banking and the McFadden bill is not the first step in the dlt·e.ction 
of establi hing a branch-bank system in the United States. The Mc­
Fadden bill, with the Hull amendments, is designed to check the fur­
ther growth of branch banking. A reading of the resolution of the 

' 'American Bankers' Association and the bill with annotations will an­
swer this question more in detail. 

12. Section GJ90, United States Revised Statutes, as rewritten in the 
McFadden bill, will simply permit national banks to have city branches 
where State banks now have branches, and it includes in the term 
•• branches" offices or agencies. But this right to branches is limited 

' under the Hull amendment to States which now allow State banks to 
have branches. If, in the future, a State which is now a nonbranch 
bank State, permits State bank branches, National banks can not have 
them. The purpose is to line up the National banks in opposition to 
~ny future extension of branch banks in such States. 

13. The bill 1s not intended to nor does it extend the possibilities 
cf branch banking, but checks it where it now is. 

14. 
15. Under the provisions of section 5190 national banks are per­

mitted only to establish offices in the cities in which the banks are 
located, but not to establish even offices outside the city limits. 

1G. 
17. I think a distinction should be made between branches within 

the city limits and state-wide branches. In the one case it is for 
the convenience of customers in location of the branch; in the other, 
·a customer can not get at the main bank, but must deal with the 
local manager, who must get authority from the home office, which 
may not know the needs of the local customer. The antlbranch 
bank members of our association have considered all this and do not 
regard the proposed 5190 as a menace. 

' 18. The American Bankers' 'Association, as I understand, proceeds 
·on the theory that in a city of less than 25,000 there is no need for 
a branch, that in cities of between 25,000 and 50,000 one branch is 
sufficient, and between 50,000 and 100,000 two branches are sufficient. 
I 19. Section 8 of the McFadden bill simply gives national banks the 
same privileges that State-bank competitors now have. You can not 
wipe out the city branches of State banks; in justice, national banks 
should have equal privilege, but they are limited to this. The anti­
branch bankers have considered the point that granting this limited 
city branch-bank privilege to national banks might be llD entering 
wedge to extensiQn of branchee outside the city, but have concluded 
that this will not lead to subsequent legislation permitting the estab­
lishment of branches of national banks outside the municipalities in 
which located. 

20. 
21. State members of the Federal reserve system in California and 

a few other States now have state-wide branches. Section 9 permits 
them to retain these branches, but they can not have any more ; and 
if a State bank with state-wide branches hereafter seeks to enter the 
system, it must give up its state-wide branches. See note to section 9 
In circular. 

22. In my judgment the American Bankers' Association will not seek 
further legislation to give to all banks the privilege now enjoyed by 
the State-bank meml>ers which have state-wide branches. The Ameri­

' can Bankers' Association, as shown by its resolution, is unalterably 
opposed to branch banking. The McFadden bill seeks to check it where 
1t is and prevent its further growth. 

23. I am advised that the information requested is contained in 
printed hearings before the Committee on Banking and Currency on the 
original McFadden bill, II. R. 6855, under dates of April 9, 15, and 18, 
1924. A copy of these hearings will be furnished on application to 
the clerk of the House Committee on Banking and Currency. 

I ask yout· indulgence for not replying at an earlier date and trust 
the above may be of some small assistance to you. 

Yours very truly, 
C. S. CASTLE, 

State Ohairma1~ nlinois F. L. 0., A. B. A. 

Mr. SINCL.A.IR. Mr. Speaker, I wish to set forth some of the 
reasons why I am opposed to the pending measure, commonly 
known as the McFadden bill. 

CLASS LEGISLATIO~ 

There has been a good deal said in this Congress at one time 
or another on the subject of the evils of legisla~g in favor of 

certain industries or classes. In the last session a good many 
of us from the agricultural sections tried to secure the enact­
ment of legislation to assist in the restoration of farming to a 
paying basis. A great hue and cry was raised by the opposition 
that this would be "class legislation." Perhaps this had as 
much to do as anything else in defeating our efforts. To my 
mind, the present bill is the most flagrant attempt at class legis­
lation which we have had in this Congress. Under the guise of 
stamping out the evils of " branch banking," the real purpose 
of the bill is to grant additional special favors to the big na­
tional banks in the large commercial centers of the country. 
Here is the actual situation confronting us. Branch banking 
has been permitted and encouraged in the East, particularly in 
the State of New York, and in the Far West, especially in 
California. 

It has assumed alarming proportions in these two sections, 
and is fast driving the small independent bankers there out 
of business. It is recognized as a danger in the banking 
world. If permitted to spread, it will change our whole inde­
pendent system of banking, and it will not be many years 
before we will find ourselves under a system such as Canada 
and mo t of the European countries have. No one here con­
tends that this would be desirable. All agree that the present 
American system of banking is superior to that of any in the 
world. Why, then, pave the way for a change which will 
inevitably destroy this system? 

A CURE FOR THE EVIL! 

Now, then, in order to cure the evil which, it is admitted, 
has already assumed alarming proportions In the localities 
mentioned, the Committee on Banking brings in this bill 
They tell us that this will check the spread of the epidemic. 
We now have branch banking, confined to State banks, in two 
sections of the country. It is not permitted in the Federal 
system. The Congress is helpless to legislate against it in 
State banks, but we can, and should, keep it out of the 
national banks and confine it to the States alone. Spread­
ing the germs of a disease never cured the disease as far as 
I know, and it will not do it in this case. Allowing national 
banks to engage in the same line of enterprise in order, as it 
is contended. that they may compete with State institutions 
already in this business, is not going to put a stop to it. 
In other words, instead of prohibiting national banks from 
embarking on such an enterprise and using the great power 
of the Federal reserve system to stamp out this evil in the 
State systems-and I believe this could be done-if this bill 
is enacted we are going to permit national banks to enter 
into competition with State banks in branch banking, thereby 
hoping to " curb the spread." There is not the slightest doubt 
but that this plan will increase the spread, rather than check 
it. We will have branch banking in both the Federal and 
State systems, whereas we now have it only in the latter. 

This bill offers no restriction, but rather a license to spread 
its evil web all over the country, finally entangling in its meshes 
all of our independent country banks, both State and national, 
and putting them out of business, except as the cat's-paws of 
the big institutions in the money centers. As a representative 
of the country bankers, I protest against this scheme. 

DISCRIMINATION AGAINST COUNTRY BANKS 

The present economic development of this great Nation has 
been due in a large part to our independent system of banking, 
coupled with the industry and integrity of our people. It is a 
democratic system, suited to our needs. The small independent 
bank in a remote community deserves the same careful con­
sideration at the hands of Congress as does the big, wealthy 
one in the large city. In my judgment it deserves more con­
sideration, for the existing banking laws favor the big bank at 
the expense of the little one. The Federal reserve system is 
already sufficiently monopolistic. It will become more so if this 
bill is passed. Instead of taking such a step, we should enact 
legislation that will prohibit any bank in the United States 
from having and operating branches. This can be done by 
forcing those national banks which came into the system with 
branches to liquidate within a reasonable time, say three or five 
years after the passage of the act. Or, if State banks have 
branr.hes, deny them the advantages of the Federal reserve 
system. Or, third, if the two remedies already suggested are 
not sufficient, then refuse them the use- of the United States 
mails. If we are to retain the system of banking which has 
served us so well for these many years, we must protect our 
country banks, for they are indispensable to the development of 
our rural communities. I repeat that the effect of the passage 
of the McFadden bill will be to cripple them and finally force 
them out of business. 

I have carefully followed the debate on this measure and 
have read a great deal of literature in its favor. I have yet 
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to llear or read a word which niight be construed in the interests 
or favoring the customers of the banks. No one has said any­
thing about affording them additional protection, lowering 
their interest rates or other charges paid to banks in the course 
of business. There has been a good deal of talk about saving 
the national banks from the sharp competition of State banks, 
that national banks need this legislation in their favor. Yet, 
at a time when agriculture, our basic industry, has been pros­
trated by the greatest financial depression of a generation, 
when farmers have been bankrupted by thousands, we find the 
national bankB enjoying the greatest profits in their history. 
Dividends of national banks reached their highest point in 1923. 
Net profits amounted to over $293,000,000. The year 1924 
showed only $4,000,000 less. In the face of this, the plea for 
the enactment of the McFadden bill on the grounds of saving 
the national banks falls rather fiat.. 

OTHER FEATURES OF THFl BILL 

There is no question but that this measure embodies some 
good features. Among them may be mentioned authority to lend 
money on city real estate first mortgages for five years instead 
of for one year as at present; consolidation of State arld na­
tional banks under a national charter; organization of national 
banks with $100,000 capital in outlying sections of large cities ; 
extension of the authority of the Federal reserve banks to 
rediscount eligible paper to an amount in excess of 10 per cent 
of the capital and surplus of the applying member bank ;_right 
to engage in a safe-deposit business to the extent of owning 
tock in a safe-deposit corporation carrying on business in 

the bank building; punishment under Federal law of crimes 
against banks which are members of the Federal reserve sys­
tem which are punishable now only under State laws. How­
ever excellent as some of these provisions are, they should not 
be ~ade the vehicle for carrying the branch-banking proposal, 
and it is admitted by the proponents of the measure that the 
whole purpose of this legislation is to enlarge the scope of 
branch banking by permitting it in. a limited form within the 
Federal system. 

OPIJI.'"IONS OF INDEPENDENT B..L'fKETIS ON M'FADD~ BILL 

In business. There can be no permanent prosperity for agri­
culture until stabilized prices of farm products can be obtained. 
and I repeat, as I have said In the past, that Congress has no 
more important duty than to take steps to insure this. 

Mr. SCHNEIDER. Mr. Speaker, the McFadden bill is of 
greater significance than mere legislation. It should, and I 
hope does, command a most solemn and serious consideration 
from every legislator and from every point of view. It is not 
only claiming the attention of the bankers and financial in­
terests of this Nation, but, gentlemen, this question bears the 
silent watching of the masses, the great citizenry of this 
land. 

Banking is no longer a man's private affair. No; the life 
and welfare of communities, States, yes, the Nation, depend 
upon banking and credit. Banking, therefore, is a community 
interest, if you please. It is a public interest, and therefore 
naturally and justly so does Congress and the States prescribe 
how those engaged in this public business shall conduct them­
selves in deference to the iJltere.sts of the public. It therefore 
behooves us to analyze the effects 9f this bill first, and pri­
marily upon the interests of the American public. 

Money, the medium of exchange in whatever form it may 
have existed, is a v-ery old institution indeed. Modern life 
is even more dependent upon it for its very existence. Access 
to money and credit upon reasonable terms means growth and 
prosperity to business, independence to the farmer, happiness 
to individuals in so far as money can provide the things lack­
ing and desired by progressive and intelligent society. There 
is no one who will dispute the important and powerful role 
that money and credit play to-day in the life of the individual 
the community, State, Nation, or the world. ' 

Our banking institutions are the keepers of this very coveted 
and very precious element that makes the machinery of society 
go. To the business man who is threatened with possible bank­
ruptcy, access to credit means a new lease on life. To the man 
who sees an opportunity to expand his capacity for production 
and service, to have the neces ary capital, makes it possible for 
him to see the fruition of his plans. The farmer, too, deeply 
feels the necessity of money and credit; often a little credit 
would make it possible for him to hold onto the products of his 

With a view to finding out, the opinion of the bankers of my year's toil until market prices are favorable, and thus he may 
district on this bill, and their wishes with reference to its realize his just due for his labors. How many a farmer, faced 
passage, I sent to every one of the banks in the distri.ct a copy by this perplexing problem, too often finds himself helpless 
.of the bill with a statement of the principal arguments fol' and when it comes to getting this needed credit, or if he does get 
against it. Of the replies received not one has requested me to it, it is only to find himself paying a pound of flesh to some 
.support the measU:re. Some have stated that they are "op- parasite of society. 
posed to the McFadden bill either with or without the Hull The power of money and credit oftentimes is used to ensnare 
amendments."' All have expressed opposition to branch banking these toilers of the land, and when they have sufficiently ov-er­
" ill any form." I believe there is not one but sees the band- burdened them with obligations these money lenders finally 
wr·iting on the wall if such a bill is passed. The independent take away every vestige of property that these farmers have 
country bank as such must cease business, not thi.s year nor and reduce them to the position of serfs, as in the feudal ages, 
next, but in the course of the next 10, 15, or 20 years. That working for their landlords, the financial czars of this country . 
. this will be a catastrophe, not only to the banks themselves, Money and credit to be had at reasonable terms and at the 
but more particularly to the communities which they serve goes proper time often means everything. Starvation, pestilence 
without saying. Without going into thi.s in detail I need only famine, sickness-yes ; even death-can often be avertecl 
point out that the interests of the independent banker and with a little financial assistance. The city wageworker when 
tho e of the community are the .same. He has at heart the be finds himself suddenly without a job faces starvation for 
welfare of his town and the .surrounding country. Whatever himself as well as his family. And it may not only mean 
helps the people there helps his business also. With the estab- starvation but may also result in all else that finally leads to 
lishment of a system of branch banking the main function of despair and ruin. 
the country branch will be to collect deposits and serve as a I portray the dependency of all classes of society upon money 
feeder of funds to the head institution in the large city. The and credit in this simple way in order to rev-eal as forcibly as 
country banker will be no more than a clerk sent out from the I can the importance of our action on the McFadden bill upon 
city to represent his firm. the lives of our people. 

It is the small, independent banker who needs our help. There is a unanimity of opinion in the interpretation ot 
We have seen over 1,500 banks in the great Mississippi Valley the purposes of this bill. While some may say that it is to 
region close their doors because of a deflation policy that de- save our Federal reserve system, which idea I do not share, 
pressed the prices of their securities; a policy that brought everyone agr·ees that the plan, if adopted, will mean the 
ruin to thousands of good farmers and business men, and that establishment and spread of national branch banking. Of 
decreased the value of agricultural property over $20,000,000,000 course, the bill itself only authorizes national banks to carry 
in the short space of two years. This Congress might well direct on branch banking in those States where the laws now permit 
its attention toward preventing the recurrence of such a con- State banks to carry on branch banking but it will be only a 
dition instead of engaging in the doubtful business of trying to matter of time, should this bill be passed, when branch bank­
increase the profits of a business already enjoying unparal- ing will have reached into eYery State in the Union. 
leled prosperity. If we are going to have class legislation, let Ag~in I ask, What does this mean to the life of the Nation 
it be for the class which needs it most, the farmers, and for and the American public? What are the possible conse­
those directly dependent upon their success, the independent quences, either for good or bad, should this legislation become 
country bankers. We should be doing something to lower the a law? The money power of Wall Street is already felt in 
rates of interest to the productive industries, especially agri- every community and hamlet of the Nation. Allow our 
culture. The present so-called prosperity of the farmer is not national banks to go into branch banking and you create an 
permanent. It is due to a world shortage of the bread-grain octopus with the necessary power to place its strangle hold 
crops, and the present advance in prices is only temporary. I on the individual and collective freedom that our forefathers 
Should this year ee a return to normal world production of meant to preserve for us and for all time. 
these graills it will ruean a drop in prices next year quite as I say, allow branch banking and it means the further con-

. great as the ad>ance has been this year, with consequent losses centration of this money power into the hands of a few money 

.... 
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czars. I am glad that the small banker and the ~mall busines~ 
man are beginning to see this common enemy which; the farmei 
and laborer have long sensed and have been trymg to fight 
off like the oncoming of eternal darkness. . 

The American Bankers Association at its last meeting 
adopted a resolution condemning branch banking in no uncer­
tain terms. The nature of that resolution expressing the 
indiO'nation of the American Bankers Association toward 
bra;ch banking is based, quoting the resolution: 

Not on a narrow, selfish basis, but on the broad basis of public 
welfare. The independent banki.Iig system, while it has served the 
country well, bas not concentrated either the country's wealth or 
power in the hands or in the control of a few, as must inevitably 
follow if branch banking is carried to its logical conclusion. Such 
concentration is not consistent with the genius of American institu­
tions and ideals. Those who are aiming to bring about such con­
centration of wealth and power, thereby depriving the individual of 
the opportunity which has existed heretofore in engaging in his 
chosen vocation, and thus creating a ela~s of the very rich, and lead­
ing to the destruction of that large middle class, always necessary in 
a democracy, are drawing upon themselves certain destruction, as 
control by the few in any line of human endeavor is contrary to 
American ideals and will never be tolerated by America. 

'The coercive, monopolistic, and destructive power of branch 
banking is also found very positively expressed in the language 
of the Ron. Henry M. Dawes himself, Comptroller of the Cu1·­
~ency, when he states : 

The coercive power of the branch banker bent on e:xpa.nsion is very 
great. 

The development of America is dependent on nothing else more than 
independent unit bankers of vision and courage. 

That branch banking "is offensive because the resources which the 
community creates in the form of deposits are controlled by non­
residents." 

That it is, "absentee control of local finance." 
In its essence monopolistic, destructive of home rule, un-American. 

Undermines community spirit. 

I hope that the courageous and valiant attempts by organ­
ized labor and organized farmers and the progressive minded 
people of this Nation to regain and preserve the heritage of 
freedom may in the not far distant future be crowned with 
victory. Let us, who are their chosen servants, truly serve 
and this we can do best now by preventing the passage of this 
bill and thus avert the evils of branch banking. 

EULOGIES 

Mr. ZIHLMAN. Mr. Speaker, I ask unanimous consent that 
Sunday, February 1, be set aside for the delivery of addresses 
on the life, character, and public services of Ron. Sml\"'EY E. 
l\Iuno, late a Repre entative from the State of Maryland. 

The SPEAKER. The gentleman from Maryland asks unani­
mous consent that Sunday, February 1, be set aside for ad­
dresses on the life, character, and public services of the late 
Sm. -EY E. Munn. Is there objection 1 [After a pause.] The 
Chair hears none. 

Mr. GUYER. Mr. Speaker, I wish to ask unanimous con­
sent that Stmday, February 1, be set aside for addresses on 
the life, character, and public services of Ron. EDWARD C. LIT­
TLE, late a Representative from the State of Kansas. 

The SPEAKER. The gentleman from Kansas asks unani­
mous consent that on the same day there may be addresses on 
the life, character, and public services of the late Representa1 
tlve LITTLE. Is there objection? [After a pause.] The Chair 
hears none. 

LEAYE OF ABSE~CE 

By unanimous consent, leave of absence was granted as 
follow : 

To 1\Ir. GRIFFIN, for an indefinite period, on account of ill­
ne._ . 

To Ur. ScHAFER, for 10 days, on account of illness in the 
family. 

1\lr. RUBEY. l\Ir. Speaker, I ask unanimous consent to speak 
for just a half moment. I speak in regard to our colleague, 
Mt·. SHALLENBERGER, who has been ill and in the hospital. 
He is now up and out of the hospital, but I desire to ask unani­
mous consent for leave of absence indefinitely for him to ex­
tend since the holiday recess. 

The SPEAKER The Chair suggests to save time that Mem­
bers follow the usual custom and fill out a slip--

:Mr. RUBEY. I wanted to state it definitely. I should have 
done this before but I did not do it, and I ask now that his 
leave of absence may extend from since the holiday recess. 

The SPEAKER The gentleman from Missouri asks unani­
mous consent that Mr. SHALLENBERGER be granted leavfl of 

absence since the holiday recess. Is there objection 1 [After 
a pause.] The Chair hears none. 

HOUR OF ~IEETING TO-MORROW 

Mr. LONGWORTH. Mr. Speaker, I ask unanimous consent 
that when the House adjourns to-night, it adjourn to meet at 
11 o'clock to-morrow morning. · 

The SPEAKER. Is there objection? [After a pause.] The 
Chail· bears none. 

ADJOURNMENT 

1\lr. McFADDEN. 1\Ir. Speaker, I move. that the House do 
now adjourn. 

.The motion was agreed to ; accordingly (at 5 o'clock and 29 
mmutes p. m.) the House, under its previous order, adjourned 
until to-morrow, Thursday, January 15, 1925, at 11 o'clock a.m. 

EXECUTIVE COMMUNICATIONS, ETC. 
Under clause 2 of Rule XXIV, executive communications were 

taken from the Speaker's table and referred as follows : 
794. A communication from the President of the United 

State~. transmitting a supplemental estimate of appropriation 
for the legislative establishment of the United States for the 
fiscal year 1925 in the sum of $3,000 (H. Doc. No. 558) ; to the 
Committee on Appropriations and ordered to be printed. 

795. A communication from the President of the United 
States, transmitting a supplemental estimate of appropriation 
for the legislative establishment of the United States for the 
fiscal year 1925 in the sum of $5,000 (H. Doc. No. 559) ; to the 
Committee on Appropriations and ordered, to be printed. · 

REPORTS OF COMMITTEES ON PUBLIC BILLS AND 
RESOLUTIONS 

Under clause 2 of Rule XIII, 
Mr. HUDDLESTON : Committee on Interstate and Foreign 

Commerce. H. R. 10150. A bill to authorize the construction 
of a bridge across the Tennessee River at or near the city of 
Decatur, Ala.; with amendments (Rept. No. 1182). Referred 
to the House Calendar. 

Mr. FREDERICKS: Committee on the Public Lands. H. R. 
9494. A bill to authorize the Secretary of the Interior to issue 
patent in fee simple to the county of Los Angeles, in the State 
of California, for a certain described tract of land for public 
park purposes; with amendments (Rept. No. 1183). Referred 
to the Committee of the Whole House on the state of the 
Union. 

Mr. ELLIOTT: Committee on Public Buildings and Grounds. 
H. R. 1501. A bill for the exchange of land in El Dorado, 
Ark.; without amendment (Rept. No. 11 5). Referred to the 
Committee of the 'Vhole House on the state of the Union. 

:1\-!r. SMITH: Committee on the Public Lands. S. 2975. An 
act validating certain applications for and entries of public 
lands, and for other purposes; with amendments (Rept. No. 
1187). Referred to the Committee of the Whole House on the 
state of the Union. 

REPORTS OF COMMITTEES. ON PRIVATE BILLS AND 
RESOLUTIONS 

Under clause 2 of Rule XIII, 
Mr. COLTON: Committee on the Public Lancls. H. R. 5786. 

A bill for the relief of Roberta II. Leigh and Laura H. Petit; 
without amendment (Rept. No. 1184). Referred to the Com­
mittee of the Whole House. 

CHANGE OF -REFERENCE 
Under clause 2 of Rule XXII, committe.es were discharged 

from the consideration of the following bills, which were re­
ferred as follows : 

A bill (H. R. 11117) granting an increase of pension to Ben­
jamin F. McKee; Committee on Invalid Pensions discharged, 
and referred to the Committee on Pensions. 

A bill (H. R 11561) granting an increase of pension to Mary 
A. Donaghy; Committee on Invalid Pensions discharged, and 
referred to the Committee on Pensions. 

PUBLIC BILLS, RESOLUTIONS, AND MEMORIALS 

Under clause 3 of Rule XXII, bills, resolutions, and memorials 
were introduced and severally referred as follows : 

By Mr. JOHNSON of South Dakota: A bill (II. R. 11633) to 
authorize an appropriation to provide additional hospital and 
out:patient Qispensary facilities for perso~ entitled tQ hospi· 
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taliza tion under the World War veterans' act, 1924 ; to the 
Committee on World War Veterans' Legislation. 

By Mr. ALMON: A bill (H. R. 11634) to authorize the grant­
ing of leave of absence to the employees of the Corps of Engi­
neers in the field service, United States Government, not to 
exceed 30 days in any one calendar year without forfeiture 
of pay; to the Committee on Military Affairs. 
. By Mr. HADLEY: A bill (H. R. 11635) providing for re­
Claiming certain lands in Indian and private ownership within 
and immediately adjacent to the Lummi Indian Reservation, in 
the State of ·washington, and for other purposes; to the Com­
mittee on Indian Affairs. 

By Mr. SPROUL of illinois: A bill (H. R. 11636) authorizing 
and directing the Postmaster General to grant permission to 
use special canceling stamps or postmarking dies in the Chicago 
post office; to the Committee on the Post Office and Post Roads. 

By Mr. HAl\11\lER: A bill (H. R. 11637) to increase the ap­
propriation for the purchase of a post-office site in the city of 
:Rockingham, N. C. ; to the Committee on Public Buildings and 
Grounds. 
. By Mr. WELLER: A bill (H. R. 11638) to amend the tariff 
act of 1922 and other acts, and to change the official title of 
the Board of United States General Appraisers and members 
thereof to that of the United States Customs Court, presiding 
judge and judges thereof; to the Committee on the Judiciary. 

By Mr. BRIGGS: A bill (H. R. 11639) to amend the World 
War veterans' act~ 1924, by adding thereto a new section, to be 
known as section 308, and for other purposes; to the Com­
mittee on World War Veterans' Legislation. 

By Mr. COLTON: A bill (II. R. 11640) authorizing an appro­
priation of $7,500 from the tribal funds of the Indians of the 
Uintah and Ouray Reservation in Utah to pay one-half the 
cost of an industrial pavilion; to the Committee on Indian 
Mairs . 
. · By Mr. JOHNSON of South Dakota: A bill (H. R. 11641) to 
equalize the promotion list of the Regular Army; to the Com­
mittee on Military Affairs. 
' By Mr. LANHAM: A bill (H. R. 11642) to amend that por­
tion of the act entitled "An act making appropriations for the 
naval service for the fiscal year ending· June 30, 1916, and for 
other purposes," approved March 3, 1915 (38 Stat. pt. 1, pp. 939 
and 940), relating to aviation accidents and gratuities and pen­
sions paid therefor, and for other purposes; to the Committee 
on Military Affairs. 

By Mr. BLANTON: A bill (H. R. 11643) to prevent fraudu­
lent transactions respecting real estate; to the Committee on 
the District of Columbia. 
. By Mr. HAYDEN: A bill (H. R. 11644) granting certain 
public lands to the city of Phoenix, Arix., for municipal park, 
and other purposes ; to the Committee on the Public Lands. 

By Mr. McLAUGHLIN of Nebraska: Joint resolution (H. J. 
Res. 321) authorizing the President to require the United 
States Sugar Equalization Board (Inc.) to adjust a trans­
action relating to 3,500 tons of sugar imported from the Ar­
gentine Republic ; to the Committee on Agriculture. 

By Mr. KELLY: Resolution (H. Res. 403) providing for in­
yestigation of employment conditions in the Postal Service; to 
the Committee on Rules. 

By Mr. CLARKE of New York: Resolution (H. Res. 404) 
providing for the printing of 25,000 copies of the Report of the 
National Conference on Utilization of Forest Products; to the 
Committee on Printing. 

By Mr. O'CONNELL of New York: Memorial of the legisla­
ture of the State of New York, favoring the necessary appro­
priation for the deepening of the Hudson River to provide for 
the continuation of a 27-foot channel from the lower river to 
the capitol district; to the Committee on Rivers and Harbors. 

By Mr. O'CONNOR of New York: Memoria~ of the legisla­
ture of the State of New York, asking appropriation for the 
deepening of the Hudson River; to the Committee on Ri>ers 
and Harbors. 

By the SPEAKER (by request): Memorial of the legislature 
of the State of New York, favoring legislation and appropria­
tions for the deepening of the Hudson River from the lower 
ri>er to the capitol district; to the Committee on Rivers and 
H arbors. 
· By Mr. WELLER: Memorial of the legislature of the State 
of New York, calling on Congress to enact appropriate legisla­
tion to provide the authorization and necessary appropriation 
for the deepening of the Hudson River; to the Committee on 
}livers and Harbors. 

PRIVATE BILLS AND RESOLUTIONS 
Under clause 1 of Rule XXII, private bills and resolutions 

.were introduced and seye~~Jly ~·eferred !.~ follows: 

By Mr. BROWNE of Wisconsin: A bill (H. R. 11645) grant­
ing an increase o:t pension to Anna Biebel; to the Committee 
on Invalid Pensions. 

Also, a bill (H. R. 11646) granting an increase of pension to 
Hannibal Culver; to the Committee on Invalid Pensions. 

By Mr. GARBER: A bill (H. R. 11647) granting a pension 
to Amanda Armstrong ; to the Committee on Pensions. 

Also, a bill (H. R. 11648) granting a pension to Fannie E . 
Myers ; to the Committee on Pensions. 

Also, a bill (H. R. 11649) granting a pension to Addie _Gill ; 
to the Committee on Invalid Pensions. 

Also, a bill (H. R. 11650) granting an increase of pension to 
Rebecca Odell; to the Committee on Invalid Pensions. 

By Mr. HA WLJI.JY: A bill (H. R. 11651) granting a pension 
to Mariah E. Smith ; to the Committee on Invalid Pensions. 

By Mr. KURTZ: A bill (H. R. 11652) granting an increase 
of pension to Susan Kemberlin; to the Committee on Invalid 
Pensions. 

By Mr. LINEBERGER: A bill (H. R. 11653) granting a 
pension to Oscar C. Settle; to the Committee on Invalid Pen­
~oo& . -

By Mr. MANLOVE: A bill (H. R. 11654) granting a pension 
to James Madison Brown ; to the Committee on Invalid Pen­
sions. 

By Mr. MERRITT: A bill (H. R. 11655) granting an in­
crease of pension to Jane Johnson; to the Committee on Invalid 
Pensions. 

Also, a bill (H. R. 11656) granting an increase of pension to 
Evelyn Reynolds ; to the Committee on Invalid Pensions. 

By Mr. MURPHY: A bill (H. R. 11657) granting an increase 
of pension to Hannah J. Winters; to the Committee on Invalid 
Pensions. 

By Mr. OLIVER of New York: A bill (H. R. 11658) for the 
relief of Edward Joseph Costello; to the Committee on Military 
Affairs. · 

By Mr. PARKER: A bill (H. R. 11659) granting an increase 
of pension to Sarah F. Vier ; to the Committee on Invalid 
Pensions. 

By Mr. PURNELL: A bill (H. R. 11660) granting an increase 
of pension to Frances D. Grishaw; to the Committee on Pen­
sions. 

By 1\lr. SANDERS of Indiana: A bill (H. R. 11661) granting 
a pension to Martha Martin ; to the Committee on Invalid 
Pensions. 

By Mr. S.r-.TELL: A bill (H. R. -11662) granting a pension to 
Henrietta F. Bowker; to the Committee on Invalid p;msions. 

Also, a bill (H. R. 11663) granting an increase of pension to 
Lois I. Dugan; to the Committee on Invalid Pem~t9ns. 

Also, a bill (H. R. 11664) granting a pension to Jennie La 
Porte ; to the Committee on Invalid Pensions. 

By Mr. VAILE: A bill (H. R. 11665) for the relief of Wil­
liam Wayne Overstreet; to the "Committee on Naval Affairs. 

By Mr. WARD of New York: A bill (H. R. 11666) granting a 
pension to James B. Rouse; to the Committee on Invalid 
Pensions. 

PETITIONS, ETO. 

Under clause 1 of Rule XXII, petitions and papers were laid 
on the Clerk's desk and referred as follows : 

3447. By the SPEAKER (by request): Petition of the Arts 
Club of Washington, D. C., asking Congress to fulfill the 
promise giving in passing act No. 202, Sixty-eighth Congress, 
and to appropriate the full amount authorized in the act; to 
the Committee on Appropriations. 

3448. Also (by request), petition of the city council of the 
city of Chicago, indorsing legislation for the relief of in­
tending immigrants in possession of property visaed United 
States passports; to the Committee on Immigration and 
Naturalization. 

3449. By Mr. ABER~TETHY: Petition of Hon. A. D. Ward, 
of New Bern, N. 0., favoring an additional Federal district 
court or a supply Federal judge for North Carolina; to the 
Committee on the Judiciary. 

3450. By Mr. ANTHONY: Petition of the city of Topeka, 
Kans., protesting against the passage of the compulsory Sun­
day observance bill (S. 3218) or the passage of any other re­
ligious legislation which may be pending; to the Committee on 
the District of Columbia. 

8451. By Mr. EVANS of Iowa: Petition of citizens of Iowa, 
opposed to the enactment of compulsory Sunday observance 
bill; to the Committee on the District of Columbia. 

8452. By Mr. HAWLEY: Petition of residents of Medford, 
Oreg., to the House of Representatives not to concur in the 
passage of the compulsO!'Y Sll!lday obse~:~~!!ce bil! ( S! 3218_~ . 

-
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nor to pass any legislation of religious nature which may be 
pending ; to the Committee on the District of Columbia. 

3453. By 1\Ir. LElA. of California: Petition of 740 residents of 
California, protesting against the enactment of Senate bill 3218, 
known as the compulsory Sunday observance bill; to the Com­
mittee on the District of Columbia. 

3454. By Mr. SINNOTT : Petitions of residents of Morrow 
County, Oreg., prote ting against the passage of the compulsory 
Sunday observance bill ( S. 3218) ; to the Committee on the 
District of Columbia. 

3455. By Mr. STRONG of Kansas: Petition of over 100 citi­
zens of Clay Center, Kans., favoring passage of legislation to 
increase pensions of veterans of the Civil, Indian, and Spanish 
Wars and their widows ; to the Committee on Pensions. 

SENATE 
Tmmsn.AY, J a'fi!Uary 15, 19~5 

The Chaplain, Rev. J. J. Muir, D. D., offered the following 
prayer: 

GraciDus Father, we rejoice before Thee this morning. Thy 
rule over us is a rule of love. Thou dost bear with us in many 
of the circumstances of life, and Thou dost bring us safely 
through all the pathways wherein we find confusion and dis­
tress. Thou art the same yesterday, to-day, and forever in 
Thy care over us. Humbly we look unto Thee with gratitude 
this morning and ask for Thy further guidance, so that what­
ever-may be awaiting us as the days multiply we may be able 
to say according to Thine own word, as thy day is so shall 
thy strength be. Hear us, help us, forgiving our failings and 
shortcomings, and accept of us, through Christ our Lord. 
Amen. 

The reading clerk proceeded to read the Journal of the pro­
ceedings of the legislative day of Monday, January 5, 1925, 
when, on request of Mr. JoNEs of Washington and by unani­
mous consent, the further reading was dispensed with and the 
Journal was approved. 

MESSAGE FROM THE HOUSE 

A message from the House of Representatives by Mr. Chaffee, 
one of its. clerks. announced that the House bad passed a bill 
(H. R. 8887) to amend an act entitled "An act to provide for 
the consolidation of national banking associations," approved 
NoYember 7, 1918; to amend ' section 5136 as amended, section 
5137, section 5138 as amended, section 5142, section 5150, sec­
tion 5155, section 5190, section 5200 as amended, section 5202 
as amended, section 5208 as amended, section 5211 as amended, 
of the Revised Statutes of the United States; and to amend 
section 9, section 13, section 22, and section 24 of the Federal 
reserve act, and for other purposes. in whiclt it requested the 
concurrence of the Senate. 

METHOD OF CAPITAL PUNLSHMENT IN THE DISTRICT 

The PRESIDENT pro tempore laid before the Senate the 
amendments of the House of Representatives to the bill ( S. 387) 
to prescribe the method of capital punishment in the District 
of Columbia, which were, on page 2, lines 2 and 3, to strike 
out "available and not otherwise" and insert in lien thereof 
"hereafter"; and on page 2, line 6, to strike out "available 
and not otherwise" and insert in lieu thereof "hereafter." 

Mr. BALL. I move that the Senate concur in the amend­
ments of the House of Representatives. 

The motion was agreed to. 
Mr. BALL. I submit a concurrent resolution and ask for 

its immediate consideration. 
The concurrent resolution ( S. Con. Res. 26) was read as 

follows: 
Resolved by the Senate (tile HousB of Rep1·esentati·ves conou.rr£ng), 

That the Secretary of the Senate be, and he is hereby, authorized and 
directed, in the enrollment o! the bill (S. 387) to prescribe the method 
of capital punishment in the District ol Columbia, to strike out on 
page 1, line 8, of the engro ed bill the following: "on and after the 
1st day of .Tu1y, 1924," and insert: "hereafter." 

Mr. KING. May I understand the purpose of the amendment 
proposed to be made? 

l\1r. BALL. The reason for this action is that the Senate 
pas ed the bill last .January and tt was to go into effect on the 
1st day of July, 1924. Now, the object is to have the date 
changed so that it will go into effect after its approval. 

Mr. KING. I think that is a mistake. 
Mr. BALL. As the bill stands now it is to. go. into effect 

on the 1st day of July, 1924. 

Mr. KING. I see, but it ought to be July 1, 1925, because 
the necessary arrangements will have to be made. 

The concurrent resolution was considered by unanimous 
consent and agreed to. 

OFFICIAL PAPERS OJ!' TERRITORIES 

Mr. RALSTON. There is on the calendar the bill ( S. 
2935) for the publication or official papers of the Territories 
of the United States now in the national archives. The bill 
was reported from the Committee on Printing with an amend· 
ment. I ask unanimous consent that the amendment found on 
page 8, line 1, consisting of the insertion of the three words 
"authorized to be" may be agreed to at this time. 

The PRESIDENT pro tempore. Is there objection to the 
request of the Senator from Indiana? 

Mr. MOSES. May I interrupt to say to the Senator from 
Indiana that I think the Senator from Utah [Mr. SMOOT] 
wishes to be present when the bill is considered? 

Mr. RALSTON. I had an understanding with him yester­
day that in his absence I could ask for the adoption of the 
amendment. 

Mr. MOSES. Very. well. I did not know the Senator bad 
such an arrangement with the Senator from Utah. I have no 
objection. 

There being no objection the bill was considered as in 
Committee of the Whole. 

The amendment of the Committee on Printing was, on page 
3, line 1, after the word "hereby," to insert the words "author· 
ized to be," so as to make the sentence rea~ "There is hereby 
authorized to be appropriated," etc. 

The amendment was agreed to. . 
Mr. RALSTON. Now I move that the b1ll be further 

amended by striking out the word "historian " wherever it 
occurs in the bill and inserting in lieu thereof the wo1·d 
"editor. • 

The PRESIDENT.. pro tempo1·e. The amendment will be 
stated. 

The READING CLERK. Wherever in the hill the word " his· 
torian " occurs, strike out the word and insert in lien thereof 
the word " editor/' 

The amendment was agreed to. 
The PRESIDENT pro tempore. Does the Senator from 

Indiana desire the bill passed at this time? · 
Mr. RALSTON. No. I did not have an understanding 

with the senior Senator from Utah that it was to be put 
upon its passage, but that I would simply have the amend· 
ments agreed to. 

The PRESIDENT pro tempore. The amendments have been 
agreed to and the bill will be returned to the calendar. 

MAY ADELAIDE SHARP 

Mr. SIID:IONS. 1\Ir. President, I ask unanimous con ent 
for the present consideratlon--

Mr. MOS:IDS. Mr. President, may we not have the regular 
order? I have a number of small reports from the Committee 
on Printing that I would like to present to the Senate and ask 
for their immediate consideration. We are under the head of 
presentation of petitions and memorials, if I understand the 
situation correctly. 

1\f.r. SIMMONS. What I desire to do wlll not take three 
minutes. 

Mr. MOSES. I shall not object to the request which the 
Senator is about to make, but I .certainly wish to reach the 
regular order at some time. 

Mr. Sll\!MONS. I desire to call up the bill (H. R. 6498f 
for the relief of May Adelaide Sharp. It is a bill to pay to MrA. 
Sharp, the widow of Hunter Sharp, late American consul at 
Edinburgh, Scotland, the sum of $5,000. The bill has pas ed 
the House. It has been fav-oTably reported by the Committee 
on Claims, and I ask unanimous consent for its present con· 
sideration. 

The PRESIDENT pro tempore. Is there objection to the 
request of the Senator from North Carolina? 

There being no objection, the blll wn considered as in Com~ 
mittee of' the Whole, and it was read, as foUows: 

Be U enacted, etc., That the Secretary of the Treasury be, and he 
is hereby, authorized and directed to pay to May Adelaide Sharp, 
widow of the late Hunter Sbarp, late American consul at Edinburgh, 
Scotland, the sum of $5,000, being one year's salary o! her deceased 
husband, who died of illness incurred while in the Consular Service ; 
and there is hereby authorized to be appropriated, out of any money 
i,n the Treasury not otherwise appropriated, a sufficient sum to carry 
out the purpose of this act. 

The bill . was reported to the Senate without amendment, 
ordered to . a third reading, read tile third time. and passed. 
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